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Giving the family 
clean bill financial 


the family’s financial ills, scientifi- 
cally, conscientiously, physician 
works restore the family’s health. 
the responsibility the family finance 
business, its leader, Household, views it. 


THIS organization has never considered 
the small loan patent medicine, cure- 
all for economic ills. financial doctor, 
licensed the state, diagnoses the fami- 
ly’s money troubles and suggests the best 
remedy, whether not entails the mak- 
ing small loan. 


has sponsored wide- 


spread campaign encourage fami- 
lies pay their bills; helps them 
get out debt: advises with them 
ways and means keep out debt; 
publishes and distributes widely the booklet 
Management for Households” that 
counsels soundly the budgeting the 
family’s income, and its wise expenditure, 
authoritative books health advise the 
family’s physical well-being. 


THIS not philanthropy. not even 
unselfishness. The responsibilities the 
Household Finance organization have 
grown far beyond the making few scat- 
tered loans. Last year, Household served 
more than 330,000 families. Its 147 offices 
principal cities will serve even 
larger number this year. 


THESE families, amounts $300 
have been loaned, without the requirements 
for bankable collateral, without cosigners, 
and without investigations among the fam- 
ily’s friends, employers, creditors, 

landlords. 

only physical security 


asked household goods, which 
are seldom negotiable. The only 


signatures asked are 
those husband and 
wife. The chief security the financial 
soundness the family and its ability re- 
pay the loan works its way out debt. 


the American family’s economic 
ills become aggravated, Household’s secu- 
rity suffers. Consequently business, good 
business, for Household, with its hand 
the pulse hundreds thousands, fulfill 
intelligently its obligation financial doc- 
tors American families. 


MONEY MANAGEMENT FOR HOUSE- 
family income, leading the happiness 
security, offered without charge 
all. Telephone, call, write for copy. 


HOUSEHOLD 


FINANCE CORPORATION 


Palmolive Building, Chicago, 
(147 Offices Principal Cities) 
(Consult your telephone the office nearest 


Pe You will enjoy the Household Hour, with Adolphe Dumont directing the Household Orchestra—one of the finest on the air—and the 
Household Singers, featuring Alice Mock, soprano. Every Tuesday evening, 9 P. M. Eastern Standard Time, on NBC Blue Network. 


Consuming Consumer Indebtedness. 


Paradoxically enough, the country’s 
foremost personal loan company, House- 
hold, which encourages families get out 
and keep out debt. Thus Household’s 
temporary help enabling families 
pay their bills becomes permanent 
value those families and, the aggregate, 


the entire nation. This advertisement, 
appearing leading newspapers, one 
series informing millions the activities 
Household. For further information, 
watch for Household’s advertisements, 
write Dept. Household Finance 
Corporation, Palmolive Building, Chicago. 
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The Spiritual Touch 


JOURNAL COVER ILLUSTRATION: FROM PAINTING WALTER 


OME banks have Christmas 
trees their counting rooms. 
All banks have certain effects 
Christmas trees their transac- 
tions. 
Even would, there bank 
the 
could escape the 
beneficent influence 
the spiritual 
touch its affairs. 
Seasonal business, 
they call their 
reports—almost 
sometimes seems 
though there were 
something 
nesslike acknowl- 
edging the healthy 
influence higher 
power upon all com- 
merce. seasonal 
business, let stand, 
but, slow business is, what 
stopped world this would without 
that touch which performs miracles 
the fields season after season; that 
produces the state mind called 
confidence; that with equal certainty 
moves both clay and human hearts 
and gives by-product (and only 
by-product) the commercial ac- 
tivity cherish highly, and call 
business. 
Seasonal business! Even the most 
calloused knows his heart the first 
cause the conditions described 


t 


those two words. Why evade ack- 
nowledgment fact obvious, 
well Seasonal business 
the response the spiritual touch 
which the whole world feeling 
this last month the year our 
Lord 1931. 
Blessings, 
often said, sometimes 
come disguise and 
circumstances and 
events must seen 
retrospect 
evaluated correctly. 
Out these strange 
times, good things 
are coming. Have 
they not already 
given new in- 
sight into the human 
heart and new 
measure the 
generosity man- 
kind for the unfortunate ones? 


HEY are revealing that 

the business man does not forget 
his humanities, and, when all the 
perplexities this period have 
passed and better times are with 
again, not unlikely that 
may look back and realize that out 
this period the world derived 
something stronger and better our 
national character than any new high 
record sales that ever was re- 
corded during the hectic days. 
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you know safe deposit lock whose 
key cannot seen touched anyone 
until your customer has rented his box? 

lock whose maintenance cost practically 
nothing? 

lock which protects not only your customer, 
but your bank, from every form thievery and 
error? 


lock which has been declared pick-proof 


Underwriters Laboratories? 


lock which offers more exclusive safety fea- 
tures than all other safe deposit locks combined? 


There but one such lock existence—the S&G 
Secret Key Changing Sealed Key Safe Deposit 
Lock. Its plus values eliminate their source the 
possibilities loss your customer 
your bank. For your renter must 
choose his own key, sealed its im- 
pression-proof metal scabbard; 
and your custodian together must manufac- 
the lock chooses fit the key Time,Com- 


bination and Safe 


has selected (see illustrations), and Locks have 
been pioneers pro- 
thereafter only your renter and your since 1865. 


Sargent Greenleaf Inc. 


custodian can enter the box. And the state- 
ment your renter signs, that first touch 
see his key, court evidence against fraud! 


This S&G Lock can reset infinite num- 
ber key-and-lock changes. manufactured 
the same pioneering organization which made 
the first time lock ever installed bank 
vault door. used such banks Bank 
America, New York; Union Trust, Detroit; North- 
western National, Minneapolis. The coupon will 
bring you sample this lock, and complete 
explanation its p/us values and how they can 
increase your safe deposit box business. 


SARGENT GREENLEAF INC. 
ROCHESTER, 
(Check square for information desired) 


O Please send sample of the new patented S&G Sealed Key 
Container. 


send sample the S&G Secret Key Changing Sealed 
Key Safe Deposit Lock, with sample keys and instructions. 


Name Bank 
Address 


City and State 


Check here you wish copy Quick Trip Through Lock 
Factory. 
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Vil 


This Month’s Journal 


and 


Your Own Bank 


European question, close has been since 1914, day 

day draws nearer our homes well our business. 

can neither evade nor deny it, nor often realize how positively 

acts and reacts upon even the most remote places our na- 
tion, upon even the most sequestered lives. 

The quotations foreign bonds are, course, eloquent, but they 
not tell the whole story. Back each and every bond listing, there 
the history whole nation, and, though there good span 
years between the World War and the present, history still white- 
hot the making. Economic forces are heating and forging and 
welding things anew and all this has with our own welfare. 
There, for instance, England which has just taken the first step 
new tariff, the adverse effects which will—whether not 
realizes it—be felt many industrial worker America; there 
was the recent attack the dollar started England, and felt 
Poland, Switzerland and especially France; there Germany with 
not one crisis but two crises and both them having their repercus- 
sions our own affairs. There the attitude many people over 
there hold America responsible for the economic ills the world. 

view this condition, changing from day day, there 
presented this issue, articles written England, France and 
Germany, our own interpretation conditions the other side, based 
conversations with bankers, economists, business men and expe- 
rienced students current events. 

The purpose these articles not mere criticism, for criticism 
easy and wisdom after the fact the common property everyone 
everywhere, but the purpose present facts and impressions that 
may help understanding predominant trends overseas af- 
fairs that have changed, and will for years come continue change 
the very course our history and our business affairs. 


WALTER SPAHR, article called without 

Gold,” says that bimetallism dead beyond recall. are wit- 
nessing,” writes, ‘‘a recurrence the usual crop ideas 
what should done lieu reestablishing the gold standard well 
the usual crop articles those legerdemainists who readily con- 
vert their hindsight into foresight and are saying with much self- 
complacency that they foresaw just these things happening and there- 
fore are entitled tell how correct the difficulties.” addition 
pointing out some highly valuable conclusions, Dr. Spahr includes 
this article (1) compact chronology the buffetings received 
the gold standard during the last ten weeks; (2) crisp, new defini- 
tion the gold standard; (3) several good reasons why gold com- 
mands universal confidence, and (4) why its prestige likely con- 
tinue. 


STRONCK wrote article for the November JOURNAL 

how make bank’s investment program fit its particular 
requirements. follows this issue with “Recipe for Safe Loans,” 
and here again stresses the point that there can single, complete 
rule for safety and liquidity applicable all banks regardless size, 
season locality. The first step, says the writer, find out what 
class loans best meet the peculiar needs under which the bank must 
operate. Without this information bank groping the dark. The 
purpose the article provide workable method for measuring 
accurately the requirements institution, both with reference 
the character its deposits and the types loans available. The 
author believes that intensive method loan analysis and loan con- 
trol possible any bank regardless size. says that the indi- 


TRIP 
EUROPE 


His plans are made; his bags 
are packed; the liner ready 
sail. But his money has been 
lost stolen! 

Cheques his money would 
have been refunded—probably 
are insurance against the loss 
your money—and refund 
cheques lost, stolen de- 
stroyed made promptly. Use 
them instead cash, home 
abroad. 

Your own bank sells 
Cheques. 


CHEQUES 


CERTIFIED 


OFFICIAL TRAVEL CHEQUE 
AMERICAN BANKERS ASSOCIATION 


VIII 
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times. reduction 


GILBERT 
SAFETY BOND 
best for 


BECAUSE its plain, no-pattern surface 
negative can easily made check 
printed Gilbert Safety Bond reduced 
times. The contrast between the print- 
ing and hand-writing and the face tone 
the check paper most extreme. The plain 
background represented Gilbert Safety 
Bond furnishes absolutely positive and 
definite flat tone which cannot possibly 
effect the legibility the printed charac- 
ters. The smaller the check reduction, the 
more imperative becomes use Gilbert 
Safety Bond for this reason. 
Specify this “Safest Safety Bond” 
your printer lithographer. 
GILBERT PAPER Menasha, Wis. 


vidual group exercising the function 
controller loans, should entirely 
divorced from the making loans. The 
controller’s task follow through. 


“Deficits Compel Tax Revision” 

Morris Edwards states that Congress 
will obliged, spite political con- 
siderations, revise taxes upward. The 
only remaining uncertainty, believes, 
the form that such revision will take. 
the end next June the Treasury 
deficit may much $2,000,000,000, 
and the Government cannot continue for- 
ever borrowing short term notes, be- 
cause the volume such obligations 
outstanding has already 
wieldy. Mr. Edwards sees prospect 
quandary, with politics and hard facts 
competing for the floor and party lead- 
ers wistfully seeking some way banish 
the tax question from sight. includes 
brief outline efforts made during 
the past year cut down Federal ex- 
penditures; the difficulty being that 
large part the nation’s running ex- 
penses are inflexible and beyond the 
reach any economy efforts the 
Administration. 


RICHARD YOUNG draws full 
length picture the automobile 
fidence among leaders the industry 
that next year will bring appreciable 
amount recovery and that 1933 will 
see production mounting back toward 
peak levels. Ninety-five per cent the 
growth motor car manufacturing has 
come since 1914 and the last decade 
alone, says Mr. Young, the net 
gate income those companies which 
reported such income, totalled almost 
$3,000,000,000. Youthful the indus- 
try is, point years, already 
subject definitely established trends 
and cycles. One these three-year 
pulsation output, phenomenon which 
has occurred with impressive regularity. 
The last top was reached 1929 and, 
according the three-year reckoning, 
the next should 1932. now 
generally conceded, however, that 
view the dimensions the current 
depression, the previous production re- 
cord not likely exceeded until 
1933 1934. 


OSEPH STAGG LAWRENCE 

what the gold standard and not. 
listens the friends gold, then 
the arguments those who insist 
that the ancient metallic standard 
value anachronism, under condi- 
tions prevailing the twentieth cen- 
tury. cites the reasoning present 
day prophets who have convinced them- 
selves that gold barbaric relic and 
who feel that the quickest way back 
prosperity discard for something 
else, matter what. Bankers, gen- 
eral, says, are aligned the side 
gold because its long and excellent 
record and because the “mantle 
protection” throws over equities and 
obligations. The author urges that the 
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history gold successful standard 
should given full weight before any 
move made embrace some other 
medium which can have had more 
than theoretical trial. 


EORGE ANDERSON describes 

the outlook for legislation Con- 
gress affecting banks. One thing cer- 
tain. Banking and business generally will 
coaxed this winter take various 
kinds legislative treatment, each rem- 
edy fully guaranteed. Complications enter 
into the present economic situation for 
which there does not appear any 
exact precedent. There abundance 
credit and every effort has been made 
keep money cheap and available for 
financing the country’s business, yet 
there has been steady decline the 
volume bank loans. Most the bills 
banking now before Congress, states 
the writer, and most the informal 
discussion Congressional circles, have 
with finding some way out this 
dilemma. 


November 25, the Committee 
Bank Reserves the Federal Re- 
serve System, submitted report the 
Federal Reserve Board recommending 
important changes the methods 
calculating reserves. excellent sum- 
mary this report, emphasizing its 
principal suggestions, found the 
article Everett under the title, 
“Reserves and Credit Control.” 
resolution adopted conference 
the governors the Federal Reserve 
banks December, 1929, stated that the 
purpose the committee was draft 
report the Federal Reserve Board 
proposing such amendments the law 
necessary remove any present in- 
equalities defects and establish 
bank reserves throughout the country 
more logical effective basis than 
now possible present 
laws, State and Federal.” The commit- 
tee’s report raises questions such vita] 
importance the financial structure 
the nation that behooves every banker 
acquaint himself thoroughly with the 
facts. preparing its recommenda- 
tions the committee obtained and gave 
consideration the views bankers 
expressed through representatives the 
American Bankers Association and the 
Association Reserve City Bankers. 


effect the committee based its rec- 
ommendations fairly new con- 
ception the nature bank reserves. 
Instead considering them merely 
measure bank’s liquidity, reserves 
would regarded vital force 
the financial life the country and 
would bear all times direct rela- 
tionship the volume business. They 
would based largely the velocity 
turnover and not the net amount 
deposits nor whether deposits were 
demand time funds. activity in- 
creased, reserve requirements would 
augmented accordingly, and the result 
would be, says the committee’s report, 
something the nature automatic 
control preventing unhealthy expansion. 
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WHY THE FIRST WISCONSIN 


FIRST WISCONSIN 


The dependableness the First Wis- 
consin has been demonstrated every 
kind economic weather ... through 


booms and declines, upturns and 


downswings for more than years. 


This solid dependableness reflects 
well-informed management, ample re- 
sources, complete facilities for efficient 
service. one the basic reasons 
why more than two-thirds all the 
banks Wisconsin are First Wisconsin 


correspondents. 


one the reasons why banks everywhere 


regard this bank essential point contact 


with the great Wisconsin area. 


FIRST WISCONSIN NATIONAL BANK 


MILWAUKEE 


Unit Wisconsin Bankshares Resources over $300,000,000 
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LONDON. 


OODROW WILSON sought 
raise above the nations 
super-government, the 


functioning which all the 
political and economic ills the world 
might cured. came back from 
the long-drawn-out conference the 
making treaty end the World 
War, with the League Nations 
project interwoven into the treaty 
peace closely that felt the two 
could not separated. 

But American public opinion, 
first caught the idea, soon turned 
against it. The Senate, reflecting pub- 
lic opinion, refused put the United 
States into the League Nations. 
Mr. Wilson was chagrined over the 
refusal the Senate confirm the 
pact, and died disappointed man. 

But the years which have fol- 
lowed, there has come about close 
relationship between number 
the overseas nations and the United 
States Mr. Wilson and his col- 
leagues had planned—not the basis 
that envisioned and not yet func- 
tioning its entirety through the 
League, but nevertheless drawing 
together that startling its com- 
pleteness and astonishing its mis- 
chievous possibilities far 
ness concerned. 


Attack the Dollar 


APITAL, banking, investment, 


have brought the peoples the 
two sides the Atlantic close to- 
gether. 


Experience, diplomacy and 


Can Evade These Influences? 


JAMES CLARK 


shrewd bargaining the one side, 
abundance capital, over-anxiety 
put capital work coupled with 
certain ineptitude 
diplomacy the other side, have made 
Europe’s business troubles America’s 
business troubles. Henceforth, and 
probably forevermore the trans- 
Atlantic nations prosper, there will 
reflected upon the warm glow that 
part prosperity, and clouds 
gather over Great Britain and Europe, 
too will feel the chill the air. 
had startling example this 
when England went off the gold stand- 
ard and the integrity the dollar 
was attacked. 

longer may hang our busi- 
ness thermometer where will 
free from the influences from abroad. 
some time come that may 
good state affairs, but from the 
prospects this fall 1931, the out- 
look not encouraging for those who 
have steadfastly believed that Wash- 
ington’s advice avoid entangling 
European alliances was good advice. 

Washington may not have foreseen 
entanglements 
through credit, but did foresee 
such entanglement, was indeed 


871 


wise man gauged the tensile 
strength the financial strands. 

Our isolation has ended, but our 
provincialism has not gone with it— 
that say are involved 
Europe’s never-ending 
nomic game (in which one may 
pardoned for wondering the dice 
are always loaded), but are not 
experienced players. 

Recall this connection that after 
the war were told many people 
and many ways, that unless Amer- 
ica came the aid Europe with 
capital, civilization Europe would 
break down—that mankind would 
set back hundreds years, whereas 
did extend financial aid the na- 
tions Europe could resume—could 
pursue the even tenor their ways, 
they had, and large, ever had 
evenness worth mentioning—and 
could then purchase from and 
from them, and all would the bet- 
ter for our aid. 


Began 


FTER season that kind 
statement, the loaning began 
and was from time time kept up, 
first because there was need for loans 
with which the war-worn nations 
could rehabilitate themselves, and 
other times because had such 
abundance capital that take 
loan from sometimes seemed 
partake the nature favor. 
this latter period investment 
were shocking disadvantage 
because true the world over that 
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the one who going get the best 
advance. The party most anxious 
make the deal pretty sure have 
the scales tilt against him. recent 
years American money has been the 
anxious party, and our anxiety true 
the rule has not worked our ad- 
vantage. The extent that anxiety 
and the extent the disadvantage 
may measured the daily quo- 
tations foreign bonds the New 
York market! 

And that brings another 
path back consideration our 
new position with relation the rest 
the world. When was the fash- 
ion for American writers and speak- 
ers dwell upon the fact that had 
become creditor nation—that New 
York was the financial capital the 
world, the average audience doubt 
had com- 
plex, over our new power. But the 
master survey has diminished great- 
ly, from the home point view, and 
survey from Europe’s side suggests 
that, what from distance seemed 
green pastures and still waters, 
are more the nature wild lands. 

Though the United States went 
the aid the Allies the War, went 
the aid Germany after the war, 
and has given financial aid both 
sides since then, the end not yet, 
and with all our loaning and giving 
may forgiven for sometimes 
wondering have even added 
our friendships. 


They Hold Responsible 


the economic discussions Eng- 

land today, one listens vain for 
any reference our coming the aid 
the Allies; what may hear early 
any conversation, that are 
responsible for the world depression! 
England, one will candidly told, 
the most matter fact way, that 
America has mismanaged the gold, 
that has held and sterilized and 
dried trade. Our tariff law seems 
indisputable documentary evidence 
against us. The adjective protective 
that was used formulating and 
that has been inseparable from the 
word America, has too literal 
meaning abroad now. 

“You loaned said very 
intelligent Englishman, then you 
put your tariffs that could 
not pay you goods!” 

The man quoted the foregoing 


did not know and was surprised when 
told him that the American protec- 
tive tariff, which obnoxious 
England, was not high point 
money collected that so-called 
free-trade England. Here are the 
figures, taken both sides from offi- 
cial documents: 

Great Britain annually collects 


tariff £120,000,000 which, before the 
fall the pound, worked out 
$583,000,000. 

The United States annually collects 
tariffs about $580,000,000—a dif- 
ference favor Great Britain. 

Incredible, therefore, Seems, 
free-trade England receives more mon- 
from customs than does the pro- 
tected United States, and public opin- 
ion England has come the con- 
clusion that one way out the de- 
pression create new and high- 
tariff, which will once add 
her revenues the one hand, and 
keep foreign manufactured goods out 
the country the advantage 
home goods. 


Two Years the Making 


HEN England completes her 
protective tariff, she will make 
more difficult for the United States 
sell some items than present, al- 
though raw materials which she 
has need and which cotton con- 
venient example are, assumed, 
excepted. But permanent tariff 
she will have—the enactment Nov. 
being but beginning—and while 
Belgium and Germany may feel 
more heavily than America too will 
affected. has been the making 
long time. For two years, said 
here, the Conservative Party has had 
organization engaged forming 
the basis the tariff law. 
Therefore the tariff schedule which 
became effective last month not 
merely hasty impulse; emergency 
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measure though some quarters 
considered be; and now that Eng- 
land has embarked the business 
tariff protection, more seasoned im- 
portant restrictions may follow due 
course. That the perfected tariff wall 
presents new difficulties American 
export business seems plain. 
Tariffs are, however, not always 100 
per cent effective, and retain 
volume business America, the 
opinion expert authority, would 
well concentrate those manufac- 
tured articles which her efficiency 
has reached its highest stage. There 
are some things which will over the 
top, matter how high the wall, for 
least part the British public 
will continue want them. 

There is, illustrate, historical 
incident that interesting just here. 
About 1840 1845 there was pro- 
duced Dacca, Bengal, mulle 
such entrancing fineness that was 
high favor with the ultimate con- 
sumers England, but not the 
same favor with English manufactur- 
ers who could not produce fabric 


same fineness. very high im- 


port duty levied against proved 
ineffective, for its excellence still 
commanded the additional price. The 
tariff failed completely that drastic 
measures were taken lessen the 
supply its source. 


Common 


HERE feeling certain 
groups London that already the 
war debts are good cancelled. 
They will tell you that the world can- 
not pay—that long the world 
cannot pay, would better wipe 
the debts off and begin anew. 
then seems that the war debts 
have the same old story that was 
referred the beginning—the 
United States must make loans 
Europe order that Europe may 
keep going. That the United States 
has done, and now last must can- 
cel the war debts, which effect 
the equivalent making another and 
still greater loan which all the 
Allies are participate. The war 
debts, are told this side the 
Atlantic, are different from other 
debts. would observed 
prominent Briton, “regard loan from 
debt.” 
almost every place our gold 
comes into the conversation scape- 
goat. The sight ship discharg- 
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ing consignment gold French 
harbor produces 
among the passengers gathered 
the rail. One rueful comment, 
German arriving Cherbourg 
German ship, repeated for such in- 
terpretations readers may make. 
was this: “Gold for France! She 
does not need it, she has too much 
much significance, all according the 
point view, the fact that this 
German ship with the cargo gold 
for France passed mid-ocean the 
“Tle-de-France,” bearing Premier La- 
val America discuss with Presi- 
dent Hoover the world financial situa- 
tion, which, effect, may reasonably 
translated mean cutting down 
debts. 


Will England Come Back? 


ILL England come back? And 

when will she come back? are 
questions which come almost 
every discussion, outside England. 
One does not have turn many pages 
English history find dark periods 
from which these stout-hearted peo- 
ple planned and worked and fought 
their way out. That much encour- 
aging, but changed world, ma- 
chine world, world which much 
has been sought out, makes compari- 
sons difficult. she, like ourselves, 
could collect what owed her, the 
answer might different. Roughly, 
she has £160,000,000 Germany; 
£572,000,000 Australia; £897,000,- 
000 South America. The prospect 
for the recovery the first two items 
not bright. part the third item 
good, but how much good still 
determined. Those losses op- 
erate against speedy recovery. And 
curious thing this bewildered 
world, that while pointed out that 
these losses—if losses they turn out 
_to be—are very bad for England, that 
they operate against her economic re- 
covery, asserted the same time 
that the United States cancels its 
war debts, extends the moratorium, 
that act will good for well 
for the rest the world! 

Will England come back? There 
another and better answer. She 
started come back soon she 
went off the gold standard. Within 
forty-eight hours that momentous 
decision, one manufacturer reported 
that had received more orders for 


goods than had received the 
previous two years. 

“For the first time six years, the 
manufacturer getting chance,” 
said one English observer. “When 
went the gold standard 1925, 
was crucified; now has chance. 
Going off the gold standard was 
good per cent tariff him.” 

The change that set over indus- 
trial England following the abandon- 
ment the gold standard was magi- 
cal. The resumption business 
the industrial lines seemingly with- 
out parallel. From many centers, 
there were reports workers being 
called back hundreds, and even 
thousands. Coal exports are resum- 
ing encouraging scale, and the 
Chinese boycott Japanese goods 
adds the English business stimulus. 

England has had its experience with 
Socialism and has said, 
all that!” 


Foreign Branches 
England getting satisfac- 
tion out the fact that many 


concerns other countries mak- 
ing inquiries, looking toward the pur- 


chase factories. These inquiries 
come from manufacturers other 
countries for whom England was 
good market the tariff stood before 
Nov. 25. They see themselves ex- 
cluded the proposed tariff and 
save their market they propose 
erect plants England the safe 


side the tariff wall. While one 
makes any concealment the fact 
that business has been blighted there 
nevertheless new hope springing 
up, based substantial things. The 
whole country feels that the clouds 
have lifted. 


Drive Against Dollar 


this writing, there was being 
discussed, not widely, but among 
small groups observers, the possi- 
bility the United States going off 
the gold standard—not that these in- 
telligent gentlemen wish see such 
event, for they know that such 
possibility would not their ad- 
vantage, nor even that they thought 
would—but holders dollar se- 
curities could frightened enough 
sell and bring their money home why 
that would help the pound and all 
things pertaining thereto. One rea- 
son for including that the range 
possibilities was the reports hoard- 
ing individual Americans, the be- 
lief being that wherever Americans 
hoard, gold. 

Many people England not un- 
derstand that the average American, 
hoards money, satisfied with 
paper money, rule making little 
distinction between 
kinds paper money—gold notes, 
silver certificates, Federal Reserve 
notes, national bank notes, etc. For 
instance, Treasury gold note certi- 
fies that “there has been deposited 
the United States Treasury” the 
amount named the bill, and that 
payable demand,” whereas the 
pound note says “The Bank En- 
gland promise pay the Bearer 
demand the sum One Pound.” 

The drive against the dollar En- 
gland, Switzerland, Germany, Poland 
and France would have been strange 
chapter international history under 
any circumstances and almost any 
time, but after all the help men and 
treasure Europe, after the mora- 
torium, after the years sincere ef- 
fort the limit bring peace 
and prosperity the world, who now 
can avoid the conclusion that Wash- 
ington was right when bade his 
country keep aloof! 

could regard this drive strange 
comet that came out the mysterious 
universe and will never return, but 
can we? 
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Why France 
Strong 


PARIS 

loyal Americans felt sense 
injury October when there 

was smart selling dollars 

Paris and questioning dollar 
stability that Americans regarded 
mortifying and unnecessary,they may, 
looking the situation retrospect, 
feel less aggrieved they consider the 
position which the French found 
themselves. 


Cable News 


IRST, the cables had with great 

regularity been reporting from 
America the failure banks. bank 
Europe almost invariably great 
institution. Not all Great Britain 
and Europe understands our sys- 
tem many units, and many 
them small units. Furthermore, 
Europe home the failure 
bank reported everything were 
lost. Even many bankers this side 
have been surprised when told that 
the average net loss national banks 
which have suspended was over ten- 
year period but per cent. 

Second, through efforts relieve it, 
the depression has been overplayed 
and our discussion the depression 
one thing America and another 
thing abroad. The frank and full dis- 
cussion the perplexities corpora- 
tion meetings the board di- 
rectors proper but consider the ef- 
fect those discussions are given 
the public. Confidence impaired, 
credit and prestige are lost, business 
competitors will not minimize the sit- 
uation and clouds gather. Well, that 
about what the talking and the cur- 
ing the depression has done for 
the minds foreigners. Its by- 
product has been vicious. Moreover, 
many Americans have come over here 
and glibly discussed depression 
all were our credit, and the 
thing has gone gathering momen- 


tum goes. Everyone coming over 
will talk unemployment that 
were all had America. How 
much better would for American 
prestige abroad and for American con- 
fidence home there were more 
talk about the 42,000,000 people that 
have employed! 

Third, the Bank the United 
States’ failure had its vicious reper- 
cussions even among people who 
know that was not the nation’s bank 
and among those other circles even 
now the misapprehension probably 
prevails many parts Europe. 
That bank had representation 
Poland and its failure put big dent 
our armor over there. 

Fourth, when England went off the 

_gold standard, France lost heavily. 
“As good the Bank England,” 
expression familiar for many years 
over Europe, and that per cent 
the pound should wiped out one 
fell swoop was shock from which the 
world will not soon recover. The Bank 
France said have lost the 
equivalent its capital and surplus 
the repeal England’s gold law. 
The bank’s statement now carries 
footnote the effect that foreign se- 
curities are carried par! these 
securities were scaled down the fig- 
ures would radically different. 

When, therefore, after thus losing 
heavily the pound, fear found easy 
victims many persons when 
English publisher ruthlessly began 
advise people bring their money 
home. From England the tremor 
fear spread the continent and was 
nasty while lasted, but all over 
now. 


Came Out Hiding 


Polish people always have 
hoarded American currency. 
many them has been the money 
par excellence. When the drive the 
dollar began Poland this money 
came out hiding huge quantities 
and the money changers made hand- 
some profits buying good American 
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dollars heavy discounts and paying 
for them native currency. was 
harvest for some while lasted, 
for they were able make good prof- 
its quickly and with risk and very 
little trouble. The extent the drive 
the American dollar Poland may 
judged from the fact that one 
day one bank Switzerland received 
between $2,000,000 and $3,000,000 
American currency from Warsaw— 
money that had been frightened out 
its hiding places, wrongful 
methods! 

The scare did not last long, but like 
run bank, however short, was 
all too long. American interests could 
during that drive have been helped 
materially more facts tangible, 
understandable kind throw into the 
stream public opinion. 


Profits Poland 


scare over, but some 
profits were made the ruse while 
within the realms possible things 
that when opportunity again offers for 
stampede, the game may played 
again. The time nip that now— 
not after starts. long the 
world remains its present upset con- 
dition, there opportunity always 
for the happen. Start- 
ing with the closing the New York 
Stock Exchange 1914 prevent the 
dumping securities and the destruc- 
tion values panicky people 
Europe, America has received one 
shock after another from Europe. 
may reasonably expect this con- 
tinue, consideration means 
minimize these shocks abroad may 
against future contingencies. 
Economically, France good 
position, but economically still France 
has not escaped the world depression, 
but has had and having its share. 
cannot accurately said that 
France has grown strong while the 
rest the world has become de- 
pressed, for there are obvious signs 
all hands the world-wide condition. 
The hotels are literally yawning for 
tourists or, fact, for any guests 
and the tourist business big item 
France; American buyers complain 
that there dearth new things 
show; that important establish- 
ments manufacturing for the fine 
trade milady have run down 
mere nothings production. (In the 
midst all came the discovery that 
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the labels well-known houses had 
been counterfeited and sold for affixa- 
tion any garment that might fool 
the public.) 

But, though France feels the depres- 
sion, she has many ways retained 
economic virility, the causes 
which should this time thought 
about. 


many respects the national life 

France the antithesis the 
national life the United States. 
The average French family thrifty 
parsimonious degree. The effort 
see how much may saved. 
too many American families the effort 
see how much may spent. 
farmer France can see economy 
picking twigs with diameter 
greater than lead pencil and care- 
fully tying them into bundles; his 
counterpart America sees economy 
buying more acres, and making 
investment machinery. 
Neither criticized for what 
does. Each affected large de- 
gree his environment. Each has 
certain vision the future. The 
one plan has its advantages times 
prosperity; the other adversity. 
the present world condition the 
miserly French farmer cannot hurt 
much his American brothers, for 
there comparison the stand- 
ard living each. The American 
looking the Frenchman’s way 
living might disdainfully say, “But 
who wants live that And the 
Frenchman looking the plight 
the American farmer burdened with 
debt and danger losing his all, 
might with equal honesty and indigna- 
tion say, “But who wants live that 
way!” “It the penurious, miserly 
French farmer who has made France 
the strong nation that today!” 
said Berlin banker me. peo- 
ple are industrious and thrifty, but 
they have late years been misled 
Socialistic ideas; now they are dis- 
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illusioned and are given chance 
will work back again.” Grinding, ap- 
ple-paring, twig-picking economy 
not glorious background, but 
times stress there certain 
strength that cannot denied 
however drab and small may appear 
the American age multiple bath 
tubs and multiple motors. 

There need preaching diver- 
sification the French farmer, for 
takes naturally. Premier 
Laval some weeks ago attributed the 
present economic strength France 
the diversification its farms. 
But there something else that Mr. 
Laval did not mention: 


Effective Help for Farmers 


HEN Tardieu became Minister 

Agriculture had mind 
plan for the betterment the 
French farmers. The Minister 
Agriculture has the power with the 
consent the Premier and the Min- 
ister Finance increase the tariff 
certain classes imports and from 
time time Tardieu has exercised 
that power for the benefit the 
farmer. also has power case 
imports and with that lever also 
able improve the position the 
French farmer. Obviously this has 
added the cost living the in- 
dustrial class, for they must buy what 
the farmer sells! turn, wages 
many the industrial class are from 
time time determined from the cost 
living index. However much 
little merit promoting justice and 
equality all this may have, let not 
lose sight the fact that the in- 
herent economy the race which 
now their strength. 

But for all that, the prosperity 
France, has been indicated the 
foregoing, has been going down for 
months though gold has been going 
into France steady stream, and 
that word come upon the 
thing which this mad world has now 
set upon give its 
hopes and fears. 

Mention gold England and 
economist will tell you how America 
has “mismanaged” the vast store 
gold controlled, but France with 
its gold comparable position, 
criticism our gold policy would 
two-edged sword, yet everyone 
knows come for criticism— 
friendly though from our French 
friends—because the moratorium. 
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noble idea,” exclaimed French- 
man, “but mess was made 
including the unconditional pay- 
ments. France was surprised and 
perhaps little hurt first. 
said would have think about 
it, and that spoiled the effect. The 
manner which the moratorium was 
proposed has changed the German at- 
titude. have had Germans sit 
that chair and say, ‘Why should 
pay now; you cannot help yourselves; 
Mr. Hoover says need not pay!’” 

One thing that bothers bankers 
abroad how the number bank 
failures that America has had could 
occur long have bank exami- 
nation systems, and record only 
reveal what bankers other parts 
the world may thinking and 
what, the same token, puzzling 
some people home who, though they 
deposit money banks, disclaim any 
pretense knowledge concerning even 
the rudiments banking. 


Criticizes Our Examination 
System 


USED think,” said promi- 

nent French banker, “that your 
American bank examination system 
was good thing, but not think 
now. Your bank examination sys- 
tem has broken down; failure. 
Why did not the examination system 
prevent all these failures? You say 
the failures are the result the de- 
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pression. Well, the depression 
world-wide, yet have not had com- 
parable failures either here 
England.” 

Though Americans home may de- 
nounce such considerations and ex- 
plain them away, that does not take 
away from critics this peg which 
hang their criticism. But lest the 
picture may seem too dark, 
have our friends: 

Effective aid righting the situa- 
tion came from the French Minister 
Finance who made examination 
the situation, with the inevitable 
conclusion that the dollar was sound 
and that America was sound 
ever, let his findings and his opinion 
known with the result that the 
situation radically changed within 
short time. 

But the bloom off the grape and 
cannot restored. Every untoward 
business event the United States 
has the potential power casting 
long shadow Europe. newspaper 
story may one thing America 
and another thing abroad. 


Exposed Attack 


OTHING that have learned over 

here has impressed with 
much force that here Europe, 
and especially this time when 
business matters the whole the 
world afflicted with jumpy nerves, 
the United States, its credit, its busi- 
ness integrity exposed shameless 
open attack, such was precipitated 
England when England repealed its 
section relating the purchase 
gold and cunning insinuation akin 
the “whispering” campaigns that 
sometimes our own country have 
caused the embarrassment worthy 
institutions. 

“Tt mutual suspicion, mutual dis- 
trust that weighs most heavily 
people,” said Jules Sauerwein, vet- 
eran French journalist, address 
delivered not long ago the Ameri- 
can Club Paris, and inevitably 
follows that where mutual suspicion 
and distrust widespread and 


December, 1931 


much occurring from day day 
keep suspicions alive and add them 
that America, even though separated 
3,000 miles water, could not for- 
ever escape these influences. 


Why Buries His Gold 


for example,” continued, 

man who, after years hard work 
and economies, goes exchange his secu- 
rities for banknotes his banknotes for 
gold bar. This gold bar, will shut 
his safe, will bury the ground. 
That mentality which you can say 
what you like, but impossible not 
take into account. The thing that in- 
spires this man chronic state dis- 
has seen the invader twice overrun the 
soil France; his father his grand- 
father has seen that happen two other 
times the past century. world 
where war continues possible, mistrust 
must remain natural the people the 
most vulnerable country. 

“The policy revenge, or, more 
exact, the policy radical revision, 
even more bitter with the German, be- 
cause the severe economic crisis 
going through. not only talks about 
this revision that thinks indispens- 
able, but this revision incites great 
part the population violent demon- 
strations. Germany, through more than 
1000 newspapers which obey the right 
and the extreme-right wings the po- 
litical parties and through 9,000,000 cit- 
izens who twice voted against Prussian 
government proclaims that she dissat- 
isfied with her situation, and that she 
wishes free herself any means 
whatsoever. All those outcries have 
crossed the boundaries. Anxiety grow- 
ing the hearts the neighboring 
Polish people who fear that armies will 
overrun the territory and cut Poland off 
from the sea. The Czechoslovakian also 
haunted the fear new attempt 
union with Austria, which would 
surround three-quarters his country. 
And the Belgian remembers 1914, and 
the French keeps his money and con- 
tinues arm himself. What reason for 
surprise, specially eminent American 
senators find pleasure nourishing the 
fears?” 


Such are the emotions with which 
have contend our efforts 
help the Old World; such are the 
forces that play around our invest- 
ments. 


Cross Currents 


Germany 


BERLIN. 


understand Germany! 
its capital there such 
thought and belief and ambition 
probably never before modern 
times have clashed. 

Here nation with new-found 
liberty such made dizzy lot 
people America after the Civil War. 
their parliament they have just 
such lunatic fringe was seen 
some our legislatures that same 
period. Then had men who be- 
lieved literally that liberty made all 
equal socially and sagacity well 
the exercise the right 
franchise. Germans have this liberty 
theory and fact, but present 
government decree. The intoxi- 
cation that attends new-found liberty 
would bad enough itself, though 
found all through history when old 
governments went down and new 
governments were formed, and 
modern times phenomenon that 
has been common enough since the 
peoples the world began play 
rough house with thrones. Ger- 
many the phenomenon has been ag- 
gravated outside conditions chief 
among which the pressure Repa- 
rations, change its frontiers, and 
the influence and example Russia 
with its Plan. 


Want Russianized 


HERE is, consequence, Com- 

munist party which believes, 
thinks believes that Russianized 
Germany will ring the curtain 
good times. Therefore there quite 
openly and frankly preached the doc- 
trine the death capitalism and 
the abolition banks and interest. 
there anyone Germany who does 
not know what meant the “Doom 
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Capitalism,” then his own 
fault for its advocates 
enough have reached everyone. 

There the Treaty Versailles 
(often referred the crime 
Versailles) the one hand and 
the other rising generation which 
was not old enough think very 
deeply about the War its close who 
now are saying: didn’t have 
anything with it, why should 
pay?” And they have not the 
best much with which pay any 
prospect ever having much with 
which pay, they are taking lightly 
the profound problems with which 
statesmen are struggling. This class 
not much concerned over either the 
plain issues the fine ethical points. 
For them, easy believe that 
the “Versailles Treaty was 
and that Germany was more sinned 
against than sinning. 

After our Civil War some our 
people were led believe they could 
things that were impracticable; 
after the World War and down to- 
day there are Germans imbued with 
comparable notions that will get them 
their country nowhere. The al- 
most perfect cohesion that was pro- 
duced the wisdom Bismarck and 
the iron discipline which prevailed 
the time the Armistice now 
gone. Instead, there are fourteen 
parties the Reichstag (which will 
discussed later) and the Reichstag 
not functioning that. Contrast 


that with the neighboring nation— 
England—which meet lesser crisis 
practically wiped out all parties and 
actually united one party that the 
country’s prosperity might 
stored. 
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For anyone who has lived among 
the Germans either their own 
country any other country, 
proverb needed emphasize their 
great industry and their effective do- 
mestic thrift. Notwithstanding that 
inborn thrift, there swept over the 
country such wave extravagance 
(but borrowed money) that now 
that too late anything pre- 
ventive about it, people make long 
journeys see the effects it. 


Visions New Life 


Socialistic ferment the 

body politic produced visions 
new and enlarged life for the people 
and there came into existence new 
crop public improvements—parks 
and boulevards, stadiums and public 
houses and, even like America, new 
kind housing expressed many 
miles apartment buildings which 
for the most part are not paying and 
which are carried along 
funds. Very many the larger 
apartments these houses stand idle 
because the people cannot afford 
pay the rent that asked for them. 

How may one account for this 
seeming outburst ridiculous ex- 
travagance nation impoverished 
war and overburdened debt? 
The monarchs, now gone, had had 
their time their full fling extrava- 
gance palaces, parks, parades and 
statuary. Well, “the people are the 
monarchs now, let have 
and they did, especially money 
lenders were numerous and not only 
willing make loans, but anxious 
make loans. Over and over Ger- 
many, the visitor told that, “We 
are not altogether blame. They 


came groups force loans upon 

between the forces these 
strange times which are bewildering 
many countries more favorably sit- 
uated—between 
lenders and the later insistence 
creditors and victors, the counsel 
its conservatives, the wild leadership 
men who after all these years still 
are gripped the delirium the 
war fever, have Germany with 
unknown and dark future—a 
Germany not facing one crisis but 
with least two crises—short term 
debts and reparations, not mention 
the political crises never more than 
few months away. 

small matter, sure, but nev- 
ertheless indicative the maelstrom 
cross currents the national life 
incident reported the news- 
papers occurring Gelsenkirchen 
the Ruhr few weeks ago. Ten 
per cent the workers are idle; do- 
mestic economy fine that the 
suburbs Berlin thrifty housewives 
save potato peelings and apple peel- 
ings and carry them the market 
places where they trade them with 
the peasant farmers for pitiful little 
bundles wood which the farmer 
gathers from his ground. The peel- 
ings help feed the farmer’s stock; the 
little bundles wood start the fires. 
But Gelsenkirchen the police re- 
cently burned open place $25,000 
worth goods—coffee, tobacco, 
cigars, cigarettes, tea and chocolate, 
they had seized from smugglers! The 
people, used visitations delega- 
tions charity workers going from 
street street blowing bugles, and 
calling out for donations any kind, 
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clothing, food, fuel anything 
help the poor, were incensed over such 
insane fulfillment the law re- 
lating smuggling. But there again, 
catch glimpse cross currents. 


The Futility 


TRESS laid upon these cross 
currents because any lasting set- 
tlement the great financial prob- 
lems must have back two funda- 
mentals—the sanction majority 
the people and governmental 
national policy with some degree 
continuity. republic the govern- 
ment policy can the long run 
only reflection the sanction 
the people. That turn must in- 
clude the sanction the noisy cafe 
statesman well the sanction 
intellectuals and real leaders; the ap- 
proval, too, the man with little 
capital, his little will not remain 
home for investment but will take 
flight beyond the borders. The wise 
men Versailles evidently did not 
ponder much over the possibility 
capital taking flight from Germany 
the yoke grew too heavy, though the 
migration capital well estab- 
lished the migration the birds. 
Judged the Reichstag con- 
stituted this writing, there 
good ground for belief that this basis 
satisfactory basis. The Reichstag has 
577 members divided into fourteen 
parties. Eleven these fourteen 
parties are principle against repa- 
rations. Three hundred fifteen 
these 577 members belong parties 
that voted against the acceptance 
the Young Plan the spring 
1930. Moreover, the multiplicity 
parties has paralyzed the Reichstag 
because the great difficulty get- 
ting the majority necessary pass 
any measure. The Reichstag cannot 
function and temporarily least 
has been laid aside, and place 
parliamentary laws there are decrees 
issued under Emergency Article 
the German Constitution, and the 
police rigorously enforce the decrees. 
The manner which Germany 
came government decree sug- 
gested comparison the dura- 
tion the several sessions held since 
the formation the Bruening Cabi- 
net the spring 1930: The first 
session lasted three and one-half 
months; the second session two 
months; the third one and one-half 
months and the last but four days. 


The position the Bruening Cabi- 
net is, put mildly, more than un- 
told that the moderate parties which 
support the Bruening cabinet number 
132 members. Then there the sup- 
port Social-Democrats, who 
support not from love conviction 
but matter strategy, for they 
fear that the Bruening cabinet 
dislodged the so-called Right Extrem- 
ists, consisting the Hitlerites and 


the German-Nationals, will come into 
power the detriment the Social- 
Democrats. These two parties, 
will seen, give the Bruening cabi- 
net about 268 supporters. 


Against the Cabinet 


NCOMPROMISINGLY against 

the cabinet with its uncertain 
support 268 members are less 
than 235 members composed 108 
Hitlerites (National-Socialists); 
German Nationals; Communists, 
and seven: who are called “Left So- 
cialists.” Besides all that, there are 
four other parties with total 
members, and these are neutral 
uncertain are divided 
Bruening anti-Bruening sections. 
But uncertain the position 
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the cabinet statistically, thus far 
has not been defeated any impor- 
tant issue. Its majority has varied 
from eighty one. 

very significant thing considering 
the government necessary basis 
for financial settlements and that 
the trend the people. Are they be- 
coming, revealed successes and 
failures the elections, more moder- 
ate more radical? 


The Tendency 


tendency all recent elections 

has been away from the moderate 
parties and toward the Nationalistic 
extremists the one wing and the 
Communists the opposite wing. 
The former have, however, increased 
their votes much more than the latter. 
The moderate parties have consistent- 
lost. the first election after the 
Revolution (1920) the National-So- 
cialists (Hitlerites) had not one seat; 
the Reichstag 1928, seats; 
the present Reichstag 108 seats. 
the 1920 Election the Communists had 
seats; 1928, seats; present Reich- 
stag seats. 

Since 1920 the Social-Democrats 
(who support the moderate parties) 
have seen their strength fall from 186 
143; and the moderate People’s 
Party (Volkspartei) has shrunken 
less than half, while the former Demo- 
cratic Party (moderate, now called 
State Party) has lost nearly two- 
thirds its seats. Bruening’s own 
party the Centre (being religious, 
Catholic party) has been relatively 
(Oldenburg, Hamburg, Anhalt, Meck- 
lenburg) the extremist National-So- 
cialists have won heavily, the Commu- 
nists have won considerably; and 
again the middle moderate parties 
have lost. 

The profound importance what 
revealed the next paragraph 
will realized recalling that the 
greater part Germany’s troubles 
come from the attitude capitalist 
nations. She owes them much, she 
avers that she cannot pay, and judged 
the votes there growing belief 
that the ills the world would 
lessened abolishing capitalism, 
though every German who could, 
would scramble for the fragments 
capitalism set himself little 
big capitalist! 

the Reichstag election Sep- 
tember, 1930, more than half the 
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electorate voted for anti-capitalistic 
parties: Herein have the resul- 
tant home troubles and the in- 
fluence Russia. 

Nor this antagonism capital 
confined tne classes lowest in- 
telligence. There intellectual class 
which talking and propagandizing 
against what they term “private capi- 
talism” though obviously there can 
real distinction between capitalism 
and private capitalism. These people 
see the present world-wide depres- 
sion the fall capitalism and with 
them “the world economic crisis” and 
“the doom capitalism” are synon- 
ymous terms. And they see plan” 
such Russia has, the way better 
days and better times. Capitalism, they 
say, has failed. 


The State Has Failed 


APITALISM has not failed, de- 

clare another group, the econo- 
mists Germany. What has failed, 
they declare, “pseudo-capitalism,” 
which mixture private capital- 
ism and state capital state interven- 
tionism. When private capitalism was 
free manage, follow the princi- 
ples economics and the rules 
finance, then crises, the economists 
point out, were never severe they 
are now. The severity the present 
crises, they aver, the natural result 
state regulation, and state partici- 
pation business. Right wrong, 
pseudo-capitalism has strangle hold 
Europe evidenced such in- 
stitutions the dole England, the 
index number France, which 
wages are adjusted, the municipal 
housing scheme Berlin, which 
more will said later. These econo- 
mists recount the great failures 
government price-fixing other parts 
the world and then point what 
has been attempted the same way 
their own Germany, such as— 

The state attempts maintain 
high price for wheat which interven- 
tion has not prevented widespread 
bankruptcy among farmers. 

The attempt lower prices. The 
German government recently decreed 
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ten per cent price reduction all 
proprietary articles. 

Fixing wages. wage arbitra- 
tion decision can made binding 
employer and employees. 1928 and 
1929 when prices and the cost liv- 
ing were falling, wages were being 
pushed up. 

State monopolies, such 

State compulsion combine; un- 
willing coal owners have been forced 
into the Ruhr syndicate. 

State subventions 
branches industry. This universal 
Germany and, one seasoned ob- 
server points out, “bounty in- 
efficiency, prevents the elimination 
the unfit and tends maintain the 
already excessive production capacity 
certain industries.” 

Altogether, Germany had, 1930, 
less than 50,000,000,000 marks 
public funds (Reich, state and muni- 
cipal), invested business, including 
banks. 

Then, besides all the foregoing, 
there the state interference with 
foreign trade expressed the form 
tariffs, railroad freight rebates, export 
bounties, import regulations the 
prohibition imports. 

Germany, America, and else- 
where the state business not 
success, whereupon there has come 
saying among certain classes Ger- 
many when they refer these incur- 
sions government into the domains 
business, “If you want the State 
More cross currents—the state 
diverts the current business pro- 
duce better conditions, but, unknow- 
ingly, adds the drift toward Com- 
munism. 


Safe for the 


winter comes upon Germany 
with ten per cent its people 
out employment, with its victors 
war forever talking about its capacity 
pay; with the word “Reparations” 
sedulously avoided and “Tribute” sub- 
stituted; with taxes high that 
there have been instances people 
pulling down houses escape the pay- 
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ment taxes, and with new crisis 
faced about the end February 
when the period respite the short 
term debt expires. 

“We are safe for the winter,” said 
one observer, meaning that there was 
danger serious political up- 
heaval. 

three months,” another student 
affairs told me. has resided 
Germany many years and from life- 
time experience many countries 
able interpret coming events. “It 
not necessarily violent revolution; 
may accomplished peaceful 
means, but coming.” 


Are They 


EANWHILE, 
public spirited men work 
avert the coming disaster. the face 
all this, are the Germans down- 
cast? Not the surface; before the 
beer comes group café, the 
natives will tell their American 
friends how hard is, and the stories 
are indeed sad. After the beer begins 
work, they appear light 
hearted. 

But notwithstanding all the dark 
signs there another side German 
life. The first thing noticed were the 
whistlers melodiously piping their 
ways through the streets night, and 
first morning Germany was 
awakened the merry lilts men 
going through the streets their way 
work. Why should there not some 
philosophical souls Germany? She 
made grand capital levy the 
world through the depreciation the 
mark. She made second grand capi- 
tal levy through the foreign loans; 
she has paid Reparations, sure, 
but have loaned her more than her 
Reparations have amounted to, and 
finally, the midst all her gloom 
and misery there silver lining 
the cloud, and that silver the mora- 
torium one year generally held 
the prelude world conviction that 

Verily there seems have been 
method all this madness! 
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Money Without Gold 


WALTER SPAHR 


Twenty-four Countries Throughout the World Have Gone Off 


the True Gold Standard, Wholly Part. 


Issue Bimetal- 


lism Comes Life, Together With Other Substitutes Which 
Seem Destined Return Each New Generation for Discussion. 


for reasons mentioned 

below. Denmark 
placed embargo gold exports. 
September Sweden, Norway and 
Egypt followed. Sweden’s trouble was 
due, apparently, the world-wide 
financial unrest which made impos- 
sible recall Swedish capital invested 
abroad, her heavy loans Germany, 
the trouble England where the 
Bank Sweden had balances, and 
the fact that she was unable obtain 
loan from France Wall Street 
when her foreign bill holdings had 
reached low figure and her loss 
exchange became dangerous. 

Norway was even more closely 
linked the pound sterling than 
Sweden and, herself, 
abandoned the standard until further 
notice and shipped one-fifth the 
gold supply the Bank Norway 
the Bank for International Settle- 
ments. Egypt prohibited the export 
gold, besides raising her tariffs, 
because her trade was largely with 
Great Britain, which meant that 
was necessary well convenient 
have the same money value, and 
also since large part the sec- 
ondary reserves the note issue de- 
partment the National Bank 
Egypt carried British Treasury 
bills other British Government 
securities payable sterling. The 
value this security naturally de- 
clined radically when England went 
off the gold standard. 


September England de- 
parted from the gold standard 


Movement Contagious 


ONCURRENTLY with the de- 

cision Norway and Sweden 
suspend the gold standard, Norway, 
Sweden, Denmark, and Finland an- 
nounced that they had decided joint 
measures for the future maintain 
the parity their currencies. Fin- 
land, however, suspended the gold 
standard October 12. Colombia 
rushed through legislation similar 
England’s, barring gold exports, and 
abandoned the gold standard. Mexico 
had abandoned the gold standard for 
silver far back this last summer. 


Here Stay 


gold standard has 

its roots too deeply 
the history the race ever 
fundamental characteristic 
human beings their 
desire, says Dr. Spahr, 
stand out from and above 
fellows. They have always 
wanted gold ornament, 
serve reliable store- 
house value for the fu- 
ture. Any commodity that 
liable overproduction 
cannot serve standard 
value. 


October the rich gold-producing 
states Northern and Southern 
Rhodesia abandoned the gold standard 
and adopted sterling currency since 
the bulk their export and import 
trade with England. 

Following England’s step, stock ex- 
changes were closed the leading 
centers except Paris, Spain, United 
States, and Canada. Sterling dropped 
rapidly from its par $4.87 vari- 
ous low rates and still remains 
substantial discount. Prime Minister 
Bennett Canada announced that 
matter what England did, Canada 
would remain gold basis. Never- 
theless, the Canadian dollar has suf- 
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fered discount, and October 
Canada prohibited the export gold 
except license issued the Min- 
ister Finance. Greece, which had 
pegged her drachma the British 
pound for years, switched, and pegged 
her unit, late September, the 
dollar. Danzig did the same with her 
gulden. Brazil began collect taxes 
dollar basis despite the fact that 
her milreis pegged, the law 
1926, the British pound. Turkey, 
which has quoted foreign currencies 
the Istanbul exchange British 
pounds, switched all quotations into 
francs. and Rumania 
switched for export-import 
business quotations. Czechoslovakia, 
which had quoted her goods pounds 
for export, shifted her quotations 
the stable Czechoslovakian 
crown. The Portuguese escudo was 
permitted cling the pound and 
slide with it, thus giving Portugal 
some advantage over Spain ship- 
ping wines England. 

October dispatch from 
Washington reported that total 
twenty-four countries either had 
abandoned the gold standard had 
taken some steps protect their gold 
through embargo gold exporta- 
tion otherwise. addition those 
countries already mentioned, this dis- 
patch named India, Germany, Austria, 
Italy, Hungary, Latvia, Jugoslavia, 
New Zealand, Argentina, Chile, Bo- 
livia and Spain. restrictive 
measures taken some these coun- 
tries are certainly such minor 
nature that they have 
nificance. Accompanying all these 
changes was the shift interest 
New York and Paris money cen- 
ters, since they are the chief holders 
the world’s gold supply and ap- 
parently should experience great 
difficulty maintaining their curren- 
cies gold basis. 


The Pound 1925 


may recalled that the Chan- 
cellor the Exchequer announced 
April 28, 1925, that England would 
return the gold standard. the 
Act May 13, 1925, effective Decem- 
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ber 31, 1925, this step was taken 
order restore British prestige 
international financial affairs. The 
pound, which had fallen low 
$3.19 February, 1920, was restored 
par when the Bank England con- 
tracted sell gold all comers pro- 
vided the amount demanded was not 
less than 400 ounces. 

While the restoration the pound 
helped the prestige England the 
banking world, hurt British indus- 
try. few outstanding financial 
writers, such John Maynard 
Keynes, for example, opposed the de- 
flation the currency, urging, in- 
stead, managed paper currency and 
devaluated, rather than deflated, 
unit. But the great preponderance 
deflated gold standard and Keynes’ 
proposal was rejected. Doubtless his 
popularity enhanced present and 
probably will receive new hearing. 

However that may be, England was 
unable maintain her standard for 
various reasons: British industry was 
heavily taxed pay interest the 
nation’s war debts and the real burden 
these was increased because the 
fact that the war had deprived British 
industry some its primary mar- 
kets the Dominions and South 
America, where the United States 
entered, and India, which Japan 
began penetrate. inroads 
were made government funds 
the strikes the coal industry 
1925, the government subsidies 
the coal operators during 1926-1927, 
and the heavy burden the dole 
result the liberalized Unem- 
ployment Insurance Act 1920. The 
rise the value sterling handi- 
capped industry its foreign trade. 
Little capital was available, further- 
more, for developing industry. 


The Pull England’s Gold 


United States had raised 

tariff wall against her goods; and 
since debtor country can pay only 
goods, short-term liquid claims, 
gold, the United States had set the 
stage drain England her gold. 
Due the terms the debt settle- 
ments, much England’s lending 
power was transferred France and 
the United States, since virtually the 
whole the large annual sums due 
from Germany accrues the credit 
France and the United States. This 
has had the effect greatly increas- 
ing the surplus these two countries, 
both absolutely and relatively, the 
surplus Great Britain. The fact 
that, during the last two three 
years, these two countries failed, 
least partially, employ these re- 
ceipts either the purchase addi- 
tional imports the making 


additional foreign loans long-term 
presented contingency which, the 
words the Macmillan Report 
June, 1931 (p. 107), “the normal 
working the international gold 
standard does not contemplate and for 
which does not provide.” The 
authors this report then pointed out 
that should this set difficulties prove 
more than temporary “we can 
scarcely expect the international gold 
standard survive its present 
form.” 

Furthermore, help industry, the 
Bank England began fostering low 
interest rates, thus helping drive 
money from England. Foreign de- 
posits began decline; domestic cap- 
ital also went out loans Germany, 
South America, the Dominions, and 
elsewhere. The stock market boom 
1928-1929 the United States, with 
the attendant high interest rates 
the open markets drew funds from 
London. The withdrawal foreign 
balances French banks also started 
fairly steady flow gold Paris, 
not only from England, especially dur- 
ing the years 1928-1929, but from other 
countries. Such financial scandals 
the Hatry and the Kylsant 1929 
caused heavy losses British inves- 
tors. The failure the Banque Ous- 
tric Paris, 1930, caused the 
French withdraw gold balances 
from London because they needed the 
The difficulties that began 
Austria last spring and spread Ger- 
many contributed the English diffi- 
culties freezing large amounts 
short-term funds due British investors 
and banks which had come the aid 
those countries their financial dis- 
tress. France also withdrew cash 
order give herself more effective 
hand continental politics, especially 
her negotiations with Germany. 
France, time, saw the danger 
such heavy withdrawals funds from 
London and stopped them, but such 
countries the Netherlands and the 
United States did not, and the end 
July this year the reserve 
London was reaching the danger point 
and arrangements were made with the 
Federal Reserve Bank New York 
and the Bank France for loan 
the Bank England. 
little later France and New York 
arranged for $400,000,000. Ramsay 
MacDonald had resigned Laborite 
Prime Minister and headed Coalition 
cabinet, and Chancellor Snowden 
undertook strenuous measures bal- 
ance the budget. The foreign credits 
were largely exhausted and England 
abandoned the gold standard for the 
time being protective measure. 

The English have been compelled 
meet their problems best they 
might and the method adopted about 


the only method known—unless the 
country wishes devaluate its cur- 
rency immediately—once the reserves 
the central bank have fallen the 
danger point with capacity borrow 
severely impaired. After such dras- 
tic step has been taken certain bene- 
ficial effects, temporary nature, 
are experienced country like 
England her present condition. 
has been pointed out how her ex- 
porters and foreign importers gain 
the price level rise lags behind the 
decline the value sterling for- 
eign exchange. This exactly what 
has taken place. For example, the 
London Economist reports that, 
October 10, the price level had risen 
7.8 per cent above the level Sep- 
tember 18, whereas the depreciation 
sterling relation dollars was 
about per cent. addition domes- 
tic producers should receive the usual 
stimulus accompanying inflation, the 
great debtor classes should feel some 
relief from their burdens, and many 
other incidental effects similar 
nature should follow. 

But these changes, some which 
are temporarily beneficial char- 
acter, cannot continue bring lasting 
benefits. The spiral inflation soon 
becomes pronounced nature and 
assumes the dangerous aspects the 
spiral characterizing cyclone. Such 
leads ultimately disasters. due 
time, therefore, England, well 
other countries, will faced with the 
problem determining what she will 
about her currency and her stand- 
ard. Since most people recognize this 
fact, are faced with the usual con- 
jectures what she may with 
her pound. addition, are wit- 
nessing the usual crop suggestions 
what she should do, all which 
forces one back reexamination 
the virtues gold standard, 
England’s returning the old par, 
and some the other proposals 
made those who think there are 
better standards than the gold stand- 
ard. 


Meaning “Gold 


generally said that gold 

standard one which the gold 
unit freely coined and full legal 
tender. This extremely condensed 
statement has within certain im- 
portant and practical implications: 
(1) That there free interchange 
gold bullion and coin standard 
fineness; (2) that all other money will 
kept par with the standard unit 
either through legal provisions for re- 
demption through actual converti- 
bility; and (3) that impediments 
placed upon the export import 
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Deficits Compel Tax Revision 


MORRIS EDWARDS 


Federal Government Seeking New Sources Revenue 
Which Can Tapped Without Harassing Business. Treasury 
Has Been Keeping Abreast Expenditures Means Short 
Term Borrowing. This Should Not Continue Indefinitely. 


BANDONING with sigh 
regret their perennial hope 
that Federal revision 
might deferred until better 

times, political leaders prior the 
opening Congress appeared recon- 
ciled perhaps only 
material increase Federal taxes dur- 
ing the present session. 

the stage, one sometimes sees 
frail hero declare how will punch 
the villain the piece, only quail 
and recant his big talk when turns 
around find said villain towering 
ominously over him. Much this 
sort stage business has gone 
Washington recent months concern- 
ing tax revision. 


Dubious Strategy 


LMOST every arriving lawmaker— 
fresh from home with the be- 
lief that heavier taxes would 
inopportune deterrent business re- 
covery—tells how resolutely will 
resist tax increase. asserts that 
not imperative, that would 
dubious political strategy, and that 
some scheme can found tide over 
the situation until business has im- 
proved and the presidential election 
out the way. 

Time and again, however, this same 
lawmaker day two later pro- 
claiming his most ponderous manner 
that the Federal budget must bal- 
anced and that this time give 
even moment’s thought the politi- 
cal risks such action. 

Everyone understands what has 
happened. has bumped against 
the villain the piece close range. 
this case, the towering villain 
Treasury deficit which may much 
$2,000,000,000 next June 30. 
However wistfully partisan leaders 
wish they might put aside, simply 
declines banish itself from the 
scene. very much and very 
painfully present. must dealt 
with. 

Acceptance the need for over- 
hauling the Federal revenue system 
only the current phase situation 
which has been developing for several 
years. During good times, revenues 


came easily. The Treasury rolled 
abundant surpluses. That encouraged 
free spending. When the business 
depression came, ,revenues fell off. 
Surpluses were replaced deficits, 
and these were aggravated commit- 
ments for large expenditures still be- 
ing outstanding. The situation was 
like that the father who, having had 
his salary cut and his securities’ values 
decimated, realizes uncomfortably that 
open-handed moment had 
promised his wife some new sables and 
his daughters year travel abroad. 
But where the father might say, 
“tough luck, girls; things ain’t what 
they used be,” the Treasury had 
keep spending. Congress had made 
its commitments the law the land 
and the Treasury had choice. 

When Congress met year ago, 
moderate deficit was prospect for 
the fiscal year ending June 30, 1931. 
surplus $30,000,000 was esti- 
mated for 1932. that time, in- 
terval financing current expenses 
through modest borrowings seemed 
prudent, especially view the pre- 
vious retirement more than $4,000,- 
000,000 debt excess statutory 
requirements. Except for failing 
renew the per cent temporary reduc- 
tion income tax rates voted 1929, 
Congress deferred tax revision pend- 
ing another year’s developments. 


Grew 


HAT year now has passed. The 

moderate deficit expected 1931 
turned out the colossal sum 
$903,000,000. Instead surplus 
$30,000,000, the prospects for the 
year ending June 30, 1932, now are 
deficit conservatively estimated 
$1,500,000,000. Other 
estimates indicate that may run 
high $2,000,000,000. these and 
other respects, the blows adversity 
rained upon the Treasury have been 
far more serious than appeared likely 
when Congress last met. 

The first quarter the 1932 fiscal 
year—the period from July 
Sept. 30, 1931—provides close-up 
the Treasury’s distress. showed 
deficit $380,000,000. Even though 
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the year ultimately ended with defi- 
cit $903,000,000, the corresponding 
quarter the 1931 year recorded 
surplus $55,000,000. Moreover, the 
deficit for the first quarter does not 
include roughly $100,000,000 which 
should have gone into the sinking fund 
toward meeting the year’s require- 
ments about $400,000,000. 
year’s surplus, the other hand, rep- 
resented the net surplus after $65,- 
000,000 had been deducted for sinking 
fund requirements. 


Uncertain Prospects 


HAT the first quarter’s experience 
may favorable rather than un- 
favorable index what the Treasury 
may expect between now and June 30, 
1932, indicated any weight all 
accorded these adverse factors: 
(1) that the $246,000,000 debt pay- 
ments from abroad the 1931 year 
will not duplicated 1932; (2) 
that large expenditures authorized 
Congress, especially for construction 
work, have not yet achieved their full 
effect the Treasury picture, and (3) 
that the tax 1931 corporate and 
individual incomes may less, 
perhaps materially less, than did the 
tax 1930 incomes. The possibility 
income tax returns next March 
being even more disappointing 
the Treasury than were the returns 
last March least suggested 
preliminary compilations business 
earnings. One such tabulation, em- 
bracing 555 industrial corporations, 
showed their earnings the first 
half 1931 only per cent 
what they were the first half 
1930. These straws the wind tend 
explain why many observers are 
expecting the 1931 deficit out- 
distance perhaps $500,000,000 the 
earlier estimates $1,500,000,000. 
That the situation which has been 
unfolding during the summer and fall, 
washing the ground from under the 
hopes both major parties avoid 
tax revision this Congress. The 
Treasury has had meet the mount- 
ing deficit borrowing 
term notes whose volume rapidly 
becoming unwieldy. How long such 
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borrowing might continued, the 
absence positive action Congress 
rehabilitate the Treasury’s strained 
position, matter opinion, but 
could not indefinitely. Each 
new issue securities has had 
brought out small advance 
interest rates. This has tended 
decrease the inventory value the 
$17,000,000,000 Government issues 
held banks, trust companies, in- 
surance companies and others. 

Each issue which increases the net 
debt outstanding weakens the strong 
argument year ago that borrow- 
ing was justified the excess debt 
retired during prosperous times. As- 
suming that 
$600,000,000 
the excess was 
used 1931, 
and that another 
$400,000,000 was 
resorted the 
first quarter 
the 1932 year, 
there might 
theoretical de- 
fense for continu- 
ing the practice 
until the entire 
excess more 
than $4,000,000,- 
000 had been re- 
issued. But only 
theoretical de- 
fense. Potential 
purchasers 
Government 
bonds not dis- 
criminate 
between simon- 
pure 
and 
bonds retired 
previous years 
excess statu- 
tory require- 


ments. The one The legislative 
looks the same nightmare 
the other. 


The foregoing considerations, es- 
tablishing the impracticability 
continuing finance deficits bor- 
rowing without some positive action 
indicate where the end the 
process will be, may held respon- 
sible for the reversal official atti- 
tudes toward tax revision. has 
been case practical forces outrun- 
ning political wishes. first the 
Treasury alone contended for resolute 
tax revision. Then scattered Congres- 
sional leaders added 
More recently, there has been every 
indication, short direct pronounce- 
ment, that the White House has ac- 
cepted this view, politically disap- 
pointing though may all par- 
ties concerned. 

With continued borrowing ruled out 


practical circumstances, only two 
courses action remain: spend 
less tax more, perhaps 
work out feasible combination the 
two. Reduced spending first received 
attention. 

Washington has seen succession 
efforts reduce Federal expenses, 


but rarely has witnessed econ- 
omy drive determined that made 
President Hoover during the 
preparation the 1933 budget which 
shortly goes Congress. this con- 
nection, some facts should noted. 
The principal one that large part 
the Federal expenditure virtually 
inflexible. 

Although Federal expenditures run 
well excess $4,000,000,000 year, 
the executive department does not 
have all this field through which 
roam its search for economies. 
First all, $1,200,000,000 interest 
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charges, debt retirement, trust funds 
and tax refunds are placed beyond 
reach the presidential axe. 
other $400,000,000 pensions and 
veterans’ payments may control- 
lable theory, but scarcely prac- 
tice. 

Only about $2,500,000,000 are con- 
trollable the 
President and 
Congress, and 
only part this 
comes within ex- 
clusive President- 
discretion. 
Much the sum 
for activities 
created Con- 
gress. The Presi- 
dent may restrict 
somewhat the 
scope such ac- 
tivities 
with them entire- 
without prior 
Congressional 
sanction. 


Power Rests 
With Congress 


RACTICAL- 
BY, this 
means 
chief executive’s 
quest 
omies 
the routine op- 
erating establish- 
ment embraced 
within the cabinet 
departments. 
has little 
chance control 
the expenditure 
specific funds 
voted Congress 
for expenditures 
and rotating funds such those 
granted for the Farm Board, the 
Shipping Board, the 
ments authorized statute ex- 
service men, drought relief and seed 
loans, building construction, Federal 
highway aid the states, and sub- 
sidies ocean-mail and air-mail car- 
riers. Furthermore, the operat- 
ing departments which have borne the 
brunt all previous economy drives. 
They have been pruned time and 
again. Their fat long since has been 
cut off. Further retrenchment the 
type now being made necessitates cut- 
ting right into the meat and muscle. 
Even so, the year’s harvest 
economies seems likely approach 
$300,000,000. The figure represents 


actual cut under the previous bud- 
get, not just whittling inflated 
departmental requests. Although Con- 
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gress may object some the 
specific reductions which will em- 
braced the new budget for 1933, 
quite likely that total retrench- 
ment $300,000,000, perhaps more, 
will effected. For years, Congress 
has prided itself allowing more, 
and sometimes less, than the budget 
submitted the executive branch. 

Some time ago, group per- 
sons familiar with the Government’s 
finances, remark which sums the 
situation was made man who, 
while not the Federal service, 
regarded authority the sub- 
ject. said: 


“Reduce Federal expenditures? Yes, 
can done. But really important 
reduction can made the operating 
departments. frankly astonished 
that Hoover has been able find 
much $300,000,000 which believes 
can eliminated from their appropria- 
tions. 

“Retrenchment large enough im- 
portant the present Treasury situation 
can come only through renunciation 
what appears settled public policy 
—at least the view Congress 
incorporated the statutes—in one 
four directions. These are (1) current 
expenditures for War and Navy; (2) ap- 
propriations for the benefit war vet- 
erans; (3) the statutory schedule debt 
retirement, and (4) the subsidies busi- 
ness and the states, such those for 
merchant marine, air mail, post office, 
Federal road and vocational aid, farm 
board, etc. cut expenditures any 
significant sum, will have reverse 
our policy one those four direc- 
tions.” 


How? 


HREE hundred millions econo- 

mies manifestly have their endur- 
ing values, but equally manifest 
that they not wholly save situa- 
tion which perhaps much 
000,000,000 needed balance the 
budget. That the realization which 
finally borne home every arriving 
congressman and senator. From that 
realization, the next step inevitably 
reluctant agreement that shake-up 
the tax structure unavoidable. With 
that major premise apparently fore- 
closed issue, the only remaining ques- 
tion the form which such revision 
will take. 

Revise the rates income tax? 
This proposal appears least two 
forms. One increase the sur- 
taxes large incomes. The other 
decrease exemptions and broaden 
the base the tax. 

The idea increasing rates the 
higher brackets above their present 
maximum per cent has numer- 
ous champions Congress, but 
means accepted unanimously. 
This would involve heavier taxation 
the wealthiest classes. Ordinarily 
this suggestion would more popular 
from political standpoint than 


now, but both parties are eager 
avoid any shadow responsibility for 
driving money out productive chan- 
nels and thus slowing business. 
Moreover, this Presidential year 
and from among taxpayers the 
higher brackets that large campaign 
contributors are recruited. Thus, po- 
litically speaking, although may 
necessary boost somewhat the high- 
surtaxes order avoid the dema- 
gogue’s charge that “the rich are 
escaping,” neither party likely 
much this direction may 
like talk about doing. 

There are genuine doubts, however, 
concerning higher rates the upper 
brackets from strictly revenue view- 
point. With money commanding 
large return industry just now, and 
with $19,000,000,000 tax-exempt 
securities offering easy refuge, 
does not take much pressure push 
this tax beyond the point diminish- 
ing return. possible that some 
additional revenue might obtained 
here, but also possible—in view 
the apparent drop taxable income 
and the ease tax avoidance— 
that even radical jumping the 
higher rates would not appreciably 
more than retain for the Treasury the 
revenue already being received from 
this source. 


Political Complications 


OWERING the personal exemp- 
tions, with view bringing sev- 
eral million more people into the fam- 
ily Federal income tax payers, has 
possibilities both immediate and 
long-range interest. This course might 
yield $40,000,000 $50,000,000 new 
revenue—not great deal the light 
present needs—but would have 
the virtue bringing the realities 
government home larger propor- 
tion the population. One should 
not lose sight the fact, though, that 
all possible changes the income 
tax structure this the one sur- 
rounded with the most difficult politi- 
cal complications. 

One phase current discussions 
singular when compared with previous 
revisions revenue laws. that 
there has been scarcely whisper, 
that much, about increasing the rate 
corporate income. This still 
the war-time level. Apparently there 
general acceptance that even the 
present revenue exigency not suffi- 
cient warrant further inroads upon 
already harassed business enterprises. 

question incident any shifts 
income tax rates whether they 
should made retroactive 1931 in- 
comes. The urgency the Treasury’s 
need first blush might obtain con- 
sideration this course, inasmuch 


increases which might made retro- 
active would reflected very short- 
Treasury receipts during the lat- 
ter half the 1932 fiscal year and 
also during the 1933 year. Such 
proposal, however, would stir 
enormous volume protest, even more 
vociferous now than ordinarily would 
the case. Business earnings are 
low, reserves for taxes already have 
been set up, and retroactive increases 
would even more hurtful than usual. 
Beyond that, broader view that 
while the Treasury admittedly needs 
early aid, needs that less than 
does simply positive action Con- 
gress which promises put end 
deficits some definite time, not too 
far removed from the present. Con- 
tinued borrowing finance current 
expenses would much more feasible 
once the end the road was definitely 
sight. 


Sales Tax 


NACT general sales tax? This 

has long been discussed. Such 
proposal was turned down 1921. 
Now being brought forward 
again. While paper such tax has 
enormous revenue possibilities even 
nominal rates, offers serious diffi- 
culties administration Federal 
basis. This always has been stressed 
vigorously the Treasury. Such 
tax also has large alleged defects from 
social and economic points view 
remedy which appears unlikely 
considered seriously. 

Enact few luxury taxes? Such 
group taxes, limited articles 
wide use but not first necessity, are 
the favorite affirmative proposal the 
Treasury Department and the more 
conservative leaders 
Such taxes, collected the point 
production, yielded large revenues 
during the war. There feeling that 
the revenue system has been harmed 
the too rapid repeal such taxes. 
also notable that the one major 
surviving tax this nature, that 
tobacco, has proved one the 
Treasury’s most stable mainstays dur- 
ing the depression. 

There strong belief that such 
taxes—say, automobiles, radios, 
candy, jewelry, soft drinks, moving 
picture and theater admissions, cos- 
metics, etc.,—could made balance 
the budget supplemented with mod- 
erate adjustments the income tax 
structure and with the most rigorous 
economy expenditures. Even with 
this powerful argument their favor, 
however, means can taken 
for granted that they will enacted 
without the sternest opposition. The 
industries whose products would 
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the end his day 
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Twelfth Month 


many different kinds 
months there are! The lunar 
month, the anomalistic 

month, the nodal, nodical 
draconistic month, the sidereal month, 
the tropical month, the synodical month 
and the solar month—all arbitrary dip- 
pings out the eternity time, and 
not making any difference eter- 
nity, however may measure off 
any little portion it. 

One month another may bring 
little nearer the sun, ac- 
cording where the face 
the globe may located, 
but all Christendom the 
twelfth month, nears its 
end, brings the whole world 
closer together. 

the end the year, 
the world comes fes- 
tival which men 
many 
above their national walls 
beautiful fact that 
after year labor 
mankind, like wood- 
chopper coming out 
from forest the 
close dark winter 
day, miner coming 


toil, can turn this 
festival the warmth and glow 
home fire! 

comfortable fact also that fol- 
lowing this festival the twelfth 
month there comes New Year which 
the way the world look upon 
new beginning, and the way also 
goodly part the world look 
upon the greatest gifts—a gift 
comparison with which all others fade 
into nothingness. 

the same New Year that comes 


everyone. Some, like Wilkins Mi- 
cawber, Esquire, will wait for some- 
thing extraordinary turn up. Some 
will make much it—will draw from 
happiness for themselves which they 
will share with others. Some few for- 
tunate ones will, perhaps, make some- 
thing out the New Year that will ben- 
efit mankind for centuries come. 
But why wait for the coming 
the New the history 
nations sometimes has been changed 
day, the remaining days 
the twelfth month may the 
period great opportu- 

nity for many. 
Snap out and put 
your impression these 
remaining days con- 
structive work, how- 
ever humble may 

be. 

geous adjustment 
one’s circumstances 
helps bring about 
better conditions. 


are too 

prone for- 

get all the construc- 

tive, beneficent 

forces that are work- 

ing for us—too 

prone forget the latent abilities that 
have not yet called upon! 

Skip one crossword puzzle and 

make list the former; skip another 
the daily diversions and— 


Think hard about the 
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The Security Department the 


Commercial Bank 


HEN prosperity was swinging along with the 

rhythm river flowing the sea, the se- 
curity department commercial bank got along 
without criticism. seemed belong the bank 
naturally, normally source profit, and log- 
ically service and convenience the customer. 
But whenever and wherever man, especially sub- 
ordinate, must make his livelihood and make his record 
sales and sales alone, the finer considerations 
propriety, the ethics business, are likely imper- 
ceptible degrees become declining considerations 
and the personal record the personal profit the 
ascending factor. booming times, the surge gen- 
eral prosperity adds the momentum. the part 
the customer, buying analysis such periods 
gives way buying rumor and buying 
“hunches.” Customer carelessness adds seller care- 
lessness, and each may assume knowledge and inves- 
tigation the other which the other hath not. 

confidence the very foundation the banking 
business, where the commercial bank that can 
the long run afford any impairment confidence? 
the market falls, the market has fallen, and those 
who purchased from the security department com- 
mercial bank have sustained losses, the amount that 
the bank made these transactions sufficient com- 
pensate the bank for what has lost the confidence 
its customers? 

The commercial banker, with the assistance his 
proper committee directors, may sit impartial 
judgment application for loan, but with long 
list securities sell he, certain extent, must 
pass out his role impartial judge and assume 
the character salesman whose dominating thought 
not carefully and judicially weigh all the fine 
points and the immediate and remote possibilities 
the investment, but instead merely make the sale. 

doing that, places himself vulnerable posi- 
tion! 


England’s Tariff and American 
Products 


HEN its new tariff law became operative 
November 25, England ceased free trade 
nation and passed into the ranks the nations who 
believe prosperity can best built behind high 
tariff wall. was the second two bold and drastic 
steps taken England improve her business posi- 


‘ Yo 


tion, the first being the departure from the gold 
standard. 

Going off the gold standard gave England one 
stroke the equivalent increase per cent 
tariff and was hailed the harbinger better times, 
and indeed its immediate effect was positive, for manu- 
facturers reported great influx orders, mills 
started and from day day there were reports 
the British press the unemployed being-called back 
their work the thousands. addition that, 
business men found great satisfaction the number 
inquiries that were being received from foreign 
countries, from firms and corporations that were con- 
templating establishing branch factories England— 
behind the tariff wall that was soon raised. 

One thing which impelled the nation put into 
operation flat tariff increase per cent long 
list articles, many which are manufactured 
the United States, that knowing the tariff was com- 
ing, foreign manufacturers were hurrying consign- 
ments goods English ports get them before 
embargo was placed. The British press made much 
the coming these cargoes and the cry “dump- 
ing” was raised. 

Whether the prosperity permanent not, 
remains seen, but this much certain: England 
has found way which seems lead out the de- 
pression, its people are encouraged, the whole nation 
has something look forward to. 

What this tariff will American business re- 
mains seen. Some manufacturers may view the 
situation with complacency and establish branch man- 
ufacturing plants over there, which may solve the 
problem for the manufacturer, but not for his Ameri- 
can working man, for every time American corpora- 
tion goes abroad with factory, that means actu- 
ality that many jobs leave America and abroad. 
There was time when the establishment abroad 
branch American factory meant little. The 
American public regarded only evidence 
American enterprise commended. Now has 
deeper significance. means many American 
jobs flying overseas, and perhaps time new import 
and tariff problem the products these factories— 
produced with labor having different standard 
living—start coming back our own shores quan- 
tities. 

The English tariff wall recalls warning that was 
printed the American Bankers Association Jour- 
nal decade ago. that time, the Fordney tariff 
bill was pending and Sir Arthur Balfour, Sheffield, 
then deputy president the Association British 
Chambers Commerce, came this country with 
delegation business men discuss our proposed new 
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tariff with relation its effect England. 
article which wrote for the Journal, said: 


told that America has thousand million pounds 
sterling gold, which practically half the world’s 
total supply gold. Gold this volume brings serious 
disabilities, and think will admitted all experts 
finance that too much gold the vaults one nation 
makes for poor trade and unemployment. This being the 
case, the only way which other nations can trade freely 
with the United States goods for goods, and before 
too late would earnestly plead that this important 
aspect the world’s trade and America’s great world re- 
sponsibility should have further consideration. Funda- 
mentally the greatest asset that any nation can possess 
that the other nations believe absolutely its honesty 
purpose. fear that the other Allied nations misun- 
derstand the proposed Fordney tariff, and feel that the 
vast responsibilities with which the United States insep- 
arably connected now have not been sufficiently recognized 
the framing the tariff. This being the case, 
certainly breeding mistrust which will have far-reaching 
international consequences the future, though not ap- 
preciated the moment.” 


The far-reaching international 
mated the foregoing words, written September, 
1921, have now materialized. 


Challenge Thinkers 


the great stream reports, statements, reviews 

and bulletins issued last month, greater, how- 
ever, than any other month the year, there 
one that stands out. Stephen Miller, di- 
rector economics Dun Co., the course 
which said: 


“The control credit the problem the world today. 
Prime ministers, secretaries state and financial envoys 
visit and repay visits; the flow gold being watched 
with eagle eye; moratoriums have been declared; tariffs 
challenge tariffs; silver congresses have been suggested; 
the term ‘bi-metallism’ has returned the pages the 
daily newspaper; powerful credit corporation has been 
organized; institutions for the promotion home building 
have been formed, and gold standards have been aban- 
doned. 

“Ts this the transition fundamental change our 
economy structure? Are about leave the old doc- 
trine supply and demand, regulated competition; 
are rapidly approaching the day managed economy; 
managed purchasing power; managed foreign trade; man- 
aged supply and demand? 

“Lest wake some morning, facing more difficul- 
ties than face today, should remembered that 
managed economy means management 
bureaus commissions, directly indirectly amenable 
the whims and expediency political parties. 
wasteful and insolent competition may be, might 
business paradise compared lock-stepping bureau- 
cracy and fanatical constituency.” 


Even now the that warned against 
the foregoing evidence Germany where the 
state has meddled business until protest has been 
raised against “interventionism” and “pseudo capi- 
talism.” not capitalism that has failed, declares 
one class thinkers, but the state business 
that has failed and has prolonged the depression. 
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The Books the Shelf 


OME years ago Western city, young man 

working bank purchased set books and 
placed them shelf storeroom. Months later 
bitterly complained that the books had “done him 
good.” 

“How could they when you have not read them?” 
rejoined associate. have read them and have 
derived lot benefit from them.” 

There may today analogous cases among older 
and better bankers. Better bank management one 
need the hour. The way better management 
shown clearly and concisely the literature the 
Bank Management Commission the American 
Bankers Association, and that literature the pos- 
session most the bankers the country. 

All deals with actual experiences, with methods 
that have been tested practice. The discussions 
point practices which are drains upon operation 
and show how these practices may supplanted 
methods that will once increase profits and more 
equitable both the bank and its customers 
whole. 

Take the books from the shelf, and they are not 
designed for mere reading matter, put into practice 
those better ways that other bankers have found 
profitable! 


Ways Pay 


HEN Mr. Hoover’s moratorium comes for 
action Congress, the future the great war 
debts owing Europe will logically occupy the 
forefront the discussion. However the debate runs 
and however public thought may crystallize, well 
recall that general acceptance there are but four 
ways which one nation may pay debt another. 
(1) The debtor may pay the creditor gold. 
estimated that there approximately $11,000,000,- 
000 free gold the world, which but recently 
had five, though great part that was earmarked 
for others. 

(2) merchandise. Merchandise not coming 
any considerable quantities because our pro- 
tective tariff fearfully and wonderfully made that 
some duties run 150 per cent. 

(3) the transfer territory. The United 
States has ambitions for more territory. 

(4) the transfer the securities third 
nation which are held the debtor. the present 
state the world, this method payment does not 
appear fruitful. 

Operating against the payment reparations and 
war debts changing attitude the world. What 
was once merely faint hope that the debt might 
forgiven now being replaced more positive state 
mind. 

The American taxpayer has not thus far been much 
concerned over the foreign debt because the American 
investor has been sending his money abroad and thus 
indirectly making payments easy. But the 


American investor seems through for the pres- 
ent, and the burden taxes now likely stimulate 
the thinking the taxpayer. 
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fast growing bank appliance 
ecordak 


November, 
1931 


Recordaks were 
active operation 
1931. 


May. 1928 


First installation, 
May More than 150 
Recordaks were use 
within year. 


Recordak requires capital affords protection 
against substantial operating 


operate Recordak 


growth Recordak easily capital outlay neces- 


Bookkeepin 


explained. sary make its safe- profitably. wins 
Recordak, machine for photo- guards and economies Department customers and 
graphing checks, immediately your bank, Recordak saves saves money. Recor- 
positive check fraud protection, wel- Rental cost but $25 labor, dak has proved 
comed bank and customers alike. month. perfect 40% machines, important feature 
transit departments displaces photographic record 50% stationery. economy programs 
the former descriptive method... checks can hundreds 
saves 50% operating costs. made for only $5.50. Recordak instal- banks. Mail coupon for complete 
bookkeeping de- lations notentail pur- 


Transit chase other equip- 


sup- 
RECORDAK CORPORATION 


plants dual bookkeep- Department ment. 350 Madison Avenue, New York City 
ing, requires fewer oper- Based actual per- Please send free book “Improved 
Recordak saves Banking with the Recordak.” 
ators, fewer machines, formance, has received 
rented, not sold. 


Subsidiary 


Recor dak Cor por ation Eastman Kodak Company 
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have 
Advertise 
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this Magazine... 


really have use the A.B.A. 
have our advertisements read 
bankers using dozens magazines 
with small circulations, few magazines 
with large circulations, could reach every 
banker the country. But that would about 
wasteful carving these ads stone 
tablets and delivering them carts. 
Since this advertisement intended for 
bankers, and one else, putting 
the sheet that reaches bankers the most 
efficiently and economically. And the use 
this Journal for our 
pose seems just plain common 


sense—the garden variety good advertising. 

take the same view the grocery 
business. Believing that the public has right 
much good food its money can buy, 
think our job distribute food with 
little waste possible. And that means using 
methods and trade channels that reach the 
public most efficiently and economically. 

fare when use the A.B.A. Journal keep 
the cost distributing our advertising low. 
Neither think harmful when 
use efficient merchandising methods 
keep the cost distributing food low. 


The Great ATLANTIC PACIFIC Tea Co. 
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What Gold Means Banks 


JOSEPH STAGG LAWRENCE 


the Ancient Metallic Basis for Currency Relic and 


Outworn Fetish? Most Bankers Say Not. Observed From 
the Perspective Past Century and Half the Gold Standard 
Has Excellent Record. Two Diametrically Opposite Views. 


ORE than $11,000,000,000 
gold reposes the govern- 
mental and banking vaults 


the wager which the civilized world 
has made with the exigencies time 
and adversity that gold will remain 
the fundamental medium which the 
currencies commercial common- 
wealths will continue defined and 
whose value they will remain re- 
lated. History may tolerate temporary 
aberrations such that England 
and her credit dependencies. Even 
the hour abandonment and certainly 
thereafter every attempt will made 
return the saffron-hued rock 
credit. runs the brief for the de- 
fence. 


Those Opposed 


the other side are those who 

hold that gold anachronism, 
heritage barbarism which has 
long since outlived its usefulness. Its 
repudiation England, followed 
legion lesser nations, was long 
overdue. Some other system evalu- 
ating and stabilizing credit and cur- 
rency must evolved take its place. 
The maintenance gold standard 
luxury which age compelled 
the bitter lash hard times count 
its pennies cannot afford maintain. 
monstrous yellow elephant eat- 
ing its head off interest, accounting 
and protection costs. Unable keep 
with the needs twentieth cen- 
tury world has plunged mankind 
finally into abyss distress which 
has had equal since the industrial 
revolution first sounded its disturbing 
tocsin. has permitted and perhaps 
even fostered vagaries price levels 
painful they were unexpected. 
There ends the indictment recited 
the prosecution. 

There doubt that the gold 
standard trial for its life. En- 
glish economists and financiers, men 
like Keynes, Strakosch, D’Abernon 
and McKenna, stretch the 
imagination included among 
authorities whose opinions can 
ruled out, uttered warnings against 
the resumption the gold standard 


costs the world several 
hundred million dollars 
yearly maintain the gold 
standard. The expense cov- 
ers storage, accounting, in- 
surance and the interest 
that lost because gold 
earns nothing. The writer 
asks whether the benefits 
stable, metallic basis for 
currency are worth the cost 
countries which have the 
gold, and the inconvenience 
those who have little 
none. His answer that 
there safe substitute. 


England 1925. The dismal course 
English commercial and industrial 
history since those days seem have 
borne out their grave forebodings. 
England has bade the yellow standard 
farewell for the time being and be- 
hold, English plants idle for years 
belch forth the vital smoke activity, 
the roster workless workers de- 
clines, the trade balance assumes 
healthier aspect and England returns 
conservative government elec- 
tion which proved the most de- 
cisive rebuke radicalism post- 
war Europe. Events seem offer 
providential confirmation for those 
who resisted the re-introduction 
gold 1925. 

Bimetallism has flared forth with 
vitality not evident since Bryan with 
apocryphal eloquence saw mankind 
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crucified cross gold. The 
National Farm Bureau Federation 
with the sanction such econ- 
omist John Commons, has al- 
ready appealed for some means 
artificial price control free from the 
tyranny the gold standard. Another 
reputable economist writes book 
which speaks the passing the 
standard. Organizations and 
groups throughout the world which 
have felt the ill effects commodity 
price declines are casting about for 
some painless hypodermic which will 
ease their crushing burden. Prophets 
point along highway that leads away 
from gold. 

The phrase barbaric was 
probably coined and used for the first 
time John Maynard Keynes his 
colorful and incisive assaults upon the 
gold standard. was intended sug- 
gest that trade and commerce, 
progressive severing the obstacles 
time and space through the media 
railroads, steamships, airplanes, 
telegraph and wireless, effective 
multiplying the energy man the 
application power through thou- 
sand ingenious machines, success- 
ful adapting credit the needs 
domestic and foreign intercourse has 
nevertheless stood still the most 
fundamental all economic require- 
ments, namely, intelligent base for 
currency and credit. 


Gold Glitters 


RIMITIVE tribes today and sav- 

age communities extending far 
back into the haze antiquity em- 
ployed gold for this very purpose. 
persuade them accept medium 
exchange for cattle, slaves and other 
objects material desire was neces- 
sary offer something which pos- 
sessed intrinsic allure equal 
power that exercised the object 
offered return. Gold has always 
had this rare quality addition 
many more which make ideal 
standard value. repudiate 
practice what affirm theory. 
insist upon gold the statements 
our central banks and governments 
and yet are content from one 
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year’s end another without ever 
setting eyes upon the precious metal 
except ornaments. 

Consider this matter cost. Since 
September 20, the day which En- 
gland announced her capitulation 
circumstances depression, and the 
end October this country “lost” 
$728,709,000 gold which $413,- 
110,000 was earmarked and the bal- 
ance exported. These figures are net 
after giving credit imports which 
totalled $106,980,000. hardly 
necessary explain the effect this 
movement upon the income the Fed- 
eral Reserve System from whose re- 
sources practically all the “lost” 
gold was obtained. 


Metal Earns Nothing 


alien who wishes purchase 
$1,000,000 gold for export 
must take equivalent quantity 
bank credit the form deposits 
convert securities into such 
equivalent, and exchange for the 
gold. whatever form the credit first 
existed earned income for the 
owner. Once becomes gold this 
ceases and becomes the contrary 
responsibility calling for protection, 
physical transportation, supervision 
and insurance. earning asset has 
been converted into expense con- 
suming asset. our Federal reserve 
banks have $728,709,000 gold 
they have eliminated the necessity 
maintaining this yellow hoard and 
received return credit which 
per cent basis yields annual in- 
come $21,861,270. 

This suggests, incidentally, how 
much costs maintain the balance 
our gold supplies, assuming that 
they are dead, non-earning asset and 
may exchanged for some other 
credit object which will yield 
income. Our monetary gold stock 
the end October was $4,289,000,000. 
The advocates system managed 
currency hold that this enormous heap 
gold idle and wholly unneces- 
sary tribute outworn fetish. Its 
annual cost the nation depends en- 
tirely upon the rate interest ap- 
plied and the allowance made for 
maintenance and protection. Gold 
rather fastidious its storage re- 
quirements. Assuming rate per 
cent cover interest, storage super- 
vision, accounting and insurance 
find that our gold standard costs 
directly $171,560,000 
Keynes once estimated the annual 
cost this country $500,000,000 
and stated that would average above 
$250,000,000 over period years. 
These sums, must admitted, are 
great any language but whether 
they constitute the price luxury 


the necessary and justifiable outlay 
for invaluable instrument ex- 
change depends altogether upon the 
estimate made the role played 
gold. 


The Quantity Gold 


EFORE examining this aspect 

the problem word must said 
regarding the last count the indict- 
ment against gold, namely, that its 
rate increase has not kept pace with 
the requirements trade. This 
argument which has been repeated 
with great emphasis during the last 
two years falling commodity prices 
since the latter have been cited 
conclusive demonstration the in- 
adequacy the gold supply. 

Gustav Cassel, the Swedish econ- 
omist, observed that prices En- 
gland 1850, 1886 and 1910 were 
approximately the same, using Sauer- 
beck’s limited index wholesale 
prices. then checked the world’s 
gold supply these three dates and 
discovered annual average com- 
pound rate increase 2.8 per cent. 
this added 0.2 per cent for 
abrasion and loss and concluded that 
annual increase per cent 
the world’s gold stock would neces- 
sary order maintain stable 
price level. Later Joseph Kitchen, the 
English gold expert, made similar 
study using only monetary gold stocks 
instead total gold stocks. Further- 
more, used the following four 
periods instead Cassel’s two: 1851- 
1884; 1884-1907; 1844-1880; 1880- 
1913. His findings substance were 
the same Cassel’s. 


More Than Ample 


technical phases gold ade- 

quacy are extremely complex and 
this character. However two facts 
stand out which deserve brief atten- 
tion. The first that the only gold 
which has any significance the 
credit and price sense that which 
finds its way into the vaults gov- 
ernments and central banks. The sec- 
ond that this vital portion the 
world’s gold supplies has increased 
rate during the past ten years more 
than ample maintain the price level 
according the findings Cassel and 
Kitchen. The following figures based 
upon tabulations the Federal Re- 
serve Board show the average annual 
increase since 1920 the gold sup- 
plies various countries: 


Forty-four countries ....... 4.11 per cent 
United States and per cent 


England, Germany, Italy and 
1.72 per cent 


Thirty-eight other per cent 
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These figures support and not 
deny that there has been uneven 
distribution the gold supply and 
leave free any conclusions the 
injury which may have resulted from 
this maldistribution. 


Three Pillars 


the present time the nine- 
ties the banker found aligned 
with those who support the gold stand- 
ard. His support gold accepted 
some quarters cir- 
cumstance. The banker’s position may 
said rest upon three pillars, the 
first being the sentimental attachment 
gold those whose confidence 
solicits, the second the excellent rec- 
ord the gold standard when ob- 
served from the perspective cen- 
tury and half and finally the mantle 
protection which casts upon equities 
and obligations. 

The very sight gold has re- 
assuring effect. age-old talis- 
man strength, pledge integrity. 
the most liquid commodity the 
world and can sold any time and 
any quantities almost any mar- 
ket. Nothing else approaches this 
quality the yellow bullion. Hence 
the banker with eye constantly 
open the possibility demands for 
payment finds gold source 
strength. increase its capacity for 
reinforcing the credit banks has 
most countries been concentrated 
central storehouses from which 
can dispatched points peril 
with the utmost speed. confidence 
inspiring gold that its mere pres- 
ence often sufficient restore faith 
and calm fears. 


Gold’s Prestige Persists 


SINGULAR illustration this 

very attribute was offered the 
time England abandoned the gold 
standard and during the next six 
weeks. was freely predicted the 
time that England’s action was merely 
the prelude general repudiation 
gold and that this country and 
France would left holding com- 
paratively worthless asset. the 
contrary there was general rush for 
our gold stocks the part other 
nations determined avoid the issue 
which England was compelled em- 
brace. Central banks proceeded once 
convert balances securities 
this country into gold for other 
purpose than able show them 
apprehensive clients home. Gold 
was serving show-case purpose. 
was not even necessary have physi- 
cal possession the metal the large 
portion ear-marked gold, $413,110,- 
000, clearly demonstrates. Since bank- 

(Continued page 417) 
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And after years 
Georgia Marble chosen again the 
Girard Trust Company, Philadelphia 


the foreground the familiar Girard Trust, 
built quarter century ago Georgia 
Marble just beyond, the new 30-story, 
all Georgia Marble, Girard Trust Company 
Building. The new building was completed 
and occupied November 1931, less than 
one year after the marble contract was let. 
McKim, Mead White are the architects 
for both buildings, and United Engineers 
Constructors, Inc., the builders the one 
just completed. 
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THE 
GEORGIA MARBLE COMPANY 

VER twenty-five years ago the officers the Girard Trust TATE, GEORGIA 

agreed upon Georgia Marble the best material for their bank 
building And last year when the exterior material for their 
new 30-story building was under consideration the officers the 
Girard Trust Company and their architects McKim, Mead 
White again agreed upon Georgia Marble the best 
This helps substantiate our contention, that the clients and 
architects who know the most about Georgia Marble are the ones 
most likely prefer it. 
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AND TRUST COMPANY 
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Reserves and Credit Control 


EVERETT 


Fundamental Changes Methods Calculating Reserves Rec- 
ommended Board Special Committee. 


Proposed Action 


Would Base Requirements Chiefly Velocity Deposit 


every banker the nation that 
the establishment the Federal 
Reserve revolutionized 

banking the United States. will 
come shock many old-time 
banker the country, however, 
realize that the establishment the 
Reserve System and membership 
that system have far revolutionized 
his business alter completely the 
basic conception the nature and use 
his bank’s reserve funds. Time 
was—and many old time bankers still 
regard them—when the reserves 
bank were the final measure its 
ability meet demands upon it, the 
measure the liquidity its posi- 
tion, its buffer against shocks, its 
anchor windward. Even when the 
establishment the Federal Reserve 
required that banks within the Sys- 
tem deposit their legal reserves with 
the Reserve bank their district 
bankers still regarded these 
funds their own reserves and their 
deposit the central bank merely 
change the location the funds, 
not change their nature. 


Different Light 


Federal Reserve authorities, 

however, regard these reserves 
entirely different light. They are 
longer any measure bank’s liquid- 
ity for liquidity, least far 
legal reserves are concerned, main- 
tained membership the Reserve 
System and the ability member 
bank meet demands upon re- 
discounting eligible paper. bank’s 
reserves, from this viewpoint, are 
longer measure its strength 
soundness but are merely the bank’s 
contribution the funds the Re- 
serve System enable the latter 
function central bank, the 
center and core the nation’s bank 
credit system. They can drawn 
upon case necessity but from the 
standpoint the Federal Reserve the 
draft met more loan than 
response demand legal right. 

With this new conception the 
nature and use reserves 
comes the idea that the reserves 


Turnover Rather Than Net Amount Time Demand Funds. 


the member banks form the essential 
part the machinery for the control 
credit the country. Instead 
being inert mass, locked the 
vaults the banks deposited 
the banks central bank where 
they could drawn upon only case 
need, these funds become living, 
vital force the financial life the 
country, active every phase the 
nation’s business and the basis upon 
which all its credit operations rest. 


Not Yet Approved 


upon this idea that the commit- 

tee the Federal Reserve which 
has been considering the matter 
change the reserve requirements 
member banks the System for 
about year has based the report 
which was made public Nov. 25. The 
report has yet approved the 
Federal Reserve Board and the Re- 
serve banks and still later Con- 
gress. The important feature the 
report that the changes contem- 
plates the incidence reserve 
assessments are based upon new 
principle requirements 
rather than the total reserves actu- 
ally required member banks. 
other words, instead requiring 
reserves based altogether upon the 
probability demand upon them 
growing out the nature de- 
posits, that is, demand time de- 
posits, the committee proposes that 
the requirements shall based 
part least upon the activity 
bank’s funds measure its pos- 
sible requirements. 

the present time all member 
banks must carry reserve per 
cent against time deposits, and re- 
serves against demand deposits 
per cent for central reserve city 
banks; per cent for reserve city 
banks and per cent for all other 
banks. The committee proposal does 
away with these distinctions and rec- 
ommends that all member banks shall 
carry reserve per cent against 
their net deposits and reserve equal 
per cent the average daily 
debits deposit accounts with maxi- 
mum total reserve per cent 
gross deposits. 
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This plan automatically makes de- 
mand deposits carry higher reserve 
than time deposits and also makes 
more active demand deposits, such 
are usually found financial centers, 
carry higher reserve than less active 
demand deposits such are held 
majority country banks. 

During the preparation the re- 
port the Federal Reserve Board com- 
mittee asked the American Bankers 
Association and the Association 
Reserve City Bankers send repre- 
sentatives for the purpose express- 
ing the views their respective or- 
ganizations. The recommendations 
made them were given full consid- 
eration the committee. 

The report the committee gives 
greater weight cash vault 
counting part the reserve 
than would have mere deduc- 
tion from deposits for the committee 
proposes count reserves both the 
balances with the Federal Reserve 
banks and cash carried the banks 
their own vaults. Prior 1917 
the cash hand vaults was 
counted part bank’s required 
reserves, but that year the pro- 
visions the Federal Reserve Act 
with respect member bank re- 
serves were amended exclude 
cash vault and include only deposit 
balances the Reserve banks. 


Not Quite Expected 


the same time reserve require- 
ments were reduced per cent 

demand deposits and per cent 
time deposits the expectation that 
banks would continue carry about 
the same proportion cash vault. 
Experience has shown that this ex- 
pectation has not been realized, prin- 
cipally because banks located cen- 
tral reserve bank and reserve bank 
cities have ready access the Federal 
Reserve banks and can replenish their 
cash quickly case necessity. The 
committee believes that allowing 
vault cash count reserves, within 
certain limits, banks that not have 
this prompt access Reserve bank 
branch Reserve bank will put 
upon equality with banks that are 
Federal Reserve branch reserve 
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cities. The report recommends that 
member banks located the vicinity 
Federal Reserve banks branches 
shall maintain not more than one-fifth 
their required reserves vault 
cash and all other banks shall main- 
tain not more than three-fifths 
vault cash. Within these limits fur- 
ther reduction vault cash would not 
result decrease total reserves 
since corresponding increase re- 
serve balances with the Federal Re- 
serve banks would required. 


Due Other Banks 


committee also proposes 

equalize reserve requirements 
between banks large financial cen- 
ters and country banks changing 
the method calculating net deposits 
subject reserve. Under present day 
requirements, deductions from depos- 
its before reserves are calculated can 
made only from the item “balances 
due other other words, 
deposits held member bank the 
credit another bank, including all 
amounts due banks, bankers, and 
trust companies and certified cashiers’ 
and treasurers’ checks outstanding. 

The result this requirement 
that deductible items country banks 
which usually hold small deposits from 
other banks are practically limited 
such deposits which are usually much 
smaller than the total the deductible 
items. 

They are therefore disadvantage 
compared with the great city banks 
which hold large deposits from their 
country correspondents and which are 
usually much excess the total 
their deductible items. The committee 
calculates that this increases the pro- 
portionate reserves the country 
banks about per cent compared 
with the city banks; that is, the ag- 
gregate reserves held the country 
banks against net deposits about 
per cent compared with per cent 
held the city banks. present the 
deductible items include all amounts 
due from other banks, that is, items 
with Federal Reserve banks process 
collection, amounts due from banks 
and trust companies the United 
States, balances payable dollars 
from foreign branches other Amer- 
ican banks and exchanges for clearing- 
house and other checks local banks. 
The committee recommends that this 
definition deductible items 
amended include only “bal- 
ances due from other member banks 
and their branches the United 
States, all checks process collec- 
tion, and other cash items payable 
upon presentation the United 
States” and proposes that these items 
may deducted from the gross de- 
posits instead from the single 
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item “balances due other banks.” 
This would permit small banks 
reduce their reserve requirements 
the amount all such deductible 
items they hold while forcing the city 
banks increase their reserves when 
their holding member bank bal- 
ances exceeds their deductible items. 

many city member 
banks are able bankers’ 
balances without increasing their re- 
serves since their deductible items 
normally exceed their balances due 
banks. This the country banks can- 
not do. With this change the defi- 
nition deductible items and mak- 
ing the deduction against gross de- 
posits all banks, city and country, 
would placed upon approximately 
the same footing. 

The most revolutionary change 
the reserve 
mended the committee that actu- 
reserves shall based not only 
the amount the net deposits but 
upon the activity the deposit ac- 
counts. This change important not 
only the fact that will greatly 
modify actual reserve requirements 
for various banks from time time 
business activity varies but also 
the principle upon which reserve re- 
quirements are based and the more 
less automatic control credit this 
provision will exercise. The principle 
involved simply that, since these 
bank reserves the Reserve System 
constitute the actual funds upon which 
the country’s credit structure based, 
“the aggregate body reserves main- 
tained member banks should reflect 
changes the volume and use 
member bank credit the public 
since the public’s use credit 
which has direct relationship the 
volume the country’s 


Average Daily Turnover 


give effect this principle the 
committee recommends that ad- 
dition the flat reserve requirement 
per cent the net deposits mem- 
ber banks shall also maintain reserves 
equal per cent the average 
daily turnover deposits with maxi- 
mum per cent the deposits 
limit. The committee has calculated 
that the basis deposits and turn- 
over May last test date the 
total reserves thus required would 
the same present but the inci- 
dence would considerably different. 
The reserves would vary from the 
basic per cent net deposits 
bank whose deposits are stationary 
slightly under per cent for bank 
whose turnover once month and 
about per cent for bank whose 
turnover once week. 
The committee found its inves- 
tigation that the present grouping 
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member banks into central reserve 
city banks, branch reserve city banks 
and country banks has not resulted 
equitable distribution reserve re- 
quirements. many country banks 
business activity such that the pres- 
ent reserve requirements are unduly 
low while many city banks the turn- 
over such make present re- 
serve requirements unduly high and 
that “there are individual member 
banks New York City carrying 
per cent reserves against deposits that 
are less active than those country 
banks carrying per cent reserve.” 
Measuring reserves deposit activi- 
ties therefore does away with these in- 
equalities throwing the burden 
where belongs, incidentally placing 
upon banks which, reason busi- 
ness activity, are best able bear it. 


How Would Work 


influence this requirement 

would have upon the control 
credit rather greater than first 
appears. When business activity 
community increases increase 
bank’s deposit turnover from once 
month once week the increase 
the reserve requirements from per 
cent per cent certainly ma- 
terial. periods speculative 
booms, such that the stock mar- 
ket 1928 and 1929, deposit accounts 
are especially active and plain 
that the increased reserve require- 
ments under such conditions would ex- 
ercise very strong restraining influ- 
ence upon credit policies and work 
sounder credit conditions. 

The calculations the committee 
show that the aggregate reserve re- 
quirements member banks would 
have greatly increased during the spec- 
ulative period 1928 and 1929, and 
would have decreased approximately 
equal amount the following two 
years business depression. The in- 
crease would have been concentrated 
largely city banks whose customers 
were trading heavily securities and 
consequently would have had re- 
straining influence the speculative 
boom. During the farm real estate 
boom 1919-1920 largely increased 
reserves banks the western, cen- 
tral western, and southern states 
would have been required. During the 
speculative boom Florida real es- 
tate Florida banks would have been 
required carry larger reserves, and 
during the stock market boom 
1928-1929, the required reserves 
eastern city banks would have been 
materially increased. the other 


hand the reduction business activi- 
ties the depressions following the 
bursting these bubbles would have 
automatically released these larger re- 
(Continued page 427) 
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Now you can have 
duplex addition Burroughs 


DESK MACHINE 


SAVINGS JOURNAL 
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Adding two sets figures the same time and furnish- 
ing separate totals each set done the form 
below the Burroughs Desk Duplex Adding Machine 
makes this machine widely applicable any bank. 


TRIAL BALANCE 


1¢ 1¢ 2¢ 3e Dare 
215.00 150.00 525.756 42.14 100.004 57.56... 30065: 
22.50 210256 315.704 45006 
25.00 240.00.. 450.3 5+, 262.60-+. 60006- 650005 
5.00 182.50 5.004 
22.50 2 5.0 1,87 5.4 5+ 7 6.5 Ov 3,400.0 0+; 14.56. 
135.00 2015004 729.90 1.600.004 a 5.00%. 76.00 
100.00 255.006 55.004 95.004 "330.00. 4800+ 
5.00 31 5.70+ 130.00+ ee 1760. 100.00.. 
5.00 47.5 0+ 72.509 $0.0 0+. 1,00 0.0 0+ 
7.50 70.006 77.506 6$.00+ 2000 
1,809.955 300004 130256 4504s 20000. 
115.87 45.00+. 
1286214 380.37 20000% 765s 
150.00 237404 9B700% 4,030.0 Q-. 
330.004 65.0 45.0 0+. 
100. 10.00 
10.00 4985268 65.00% 
25.00 4985268 34.56. 6.5 0.. 
150.00 
60.00 
3,315.81 150.004 
The above form shows two ways which addition handled the Burroughs 
Desk Duplex Adding Machine. the two columns the left the machine adds groups 
figures, gives total each group and automatically accumulates grand total 
group totals. the three columns the right the machine adds two sets figures 
the same time and provides separate totals each set. 


This Burroughs has many uses bank because adds any 
two sets figures the same time, furnishing separate totals 
each set. For instance: 


Debits and credits for trial balance. 
Interest and balances savings accounts. 

Interest and amount notes. 

Ledger postings and new balances for proof posting. 


Also may used throughout the bank all routine addition. 


The machine portable, compact and designed for easy, one 
hand operation. Its standard visible keyboard the fastest 
known means indexing amounts. Its wide, movable carriage 
permits columnar posting wide form. 


Ask the nearest Burroughs office for demonstration how 
the low-priced Burroughs Desk Duplex Adding Machine 
benefits every department the bank. 


Burroughs 
Desk Duplex 
Adding Machine 


BURROUGHS ADDING MACHINE COMPANY DETROIT, MICHIGAN 


When writing advertisers please mention the American Bankers Association Journal 
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POLICY strict adherence 
sound banking principles has 
brought this bank correspondents 
from every part the country. They 
find here adequate facilities and 
competent counsel. 


The bank needing Chicago corre- 
spondent will find association that 
should prove pleasant 


The First National 
Bank Chicago 


Affiliated 
First Union Trust 
and Savings Bank 


ESTABLISHED 1863 CHARTER NUMBER EIGHT 


When writing advertisers please mention the American Bankers Association Journal 
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Industry. 


the annual reviews and fore- 

casts that are now being prepared 

covering the different industries, 

one the most interesting and 
encouraging situations that found 
the field automobiles, trucks, 
parts and accessories. Manufactur- 
ing activity declined November 
only per cent normal capacity, 
the lowest ten years, since which 
time there has been moderate in- 
crease operating schedules. 

Signs for genuine recovery 
motor car building are being watched 
for with the greatest interest, for 
this the leading American industry 
value product, wages paid 
employees and purchases materials 
from other industries. 1929 the 
dollar value passenger cars and 
trucks amounted $3,577,000,000 
wholesale prices. 


Every Third Year 


UCH discussion will carried 
during the coming months 
the theory the three-year cycle 
automobile production. exami- 
nation the production statistics for 
number years shows that every 
third year has brought new record 
peak production. This may seen 
Chart and from the following 
figures covering the years peak pro- 
duction the United States and Can- 
ada beginning with 1914, which 
marked the dividing line between the 
pre-war and the modern periods: 


Cars and Trucks 


Peak Production Value 
Year (Vehicles) (Millions) 
2,227,349 2,232 
4,180,450 2,592 
4,505,661 
5,621,715 


course there nothing magic 
infallible three-year cycle, yet 
must admitted that the regularity 
with which has occurred past 
years unusually striking. 

1932, opinion trade circles 
indicates that record year entirely 
too much expect and that “rea- 
sonable” recovery would considered 


Profits Automobiles 


RICHARD YOUNG 


Business Watches for Signs Upturn Country’s Largest 
Stocks Used Cars Reduced Minimum and 
Dealer Situation Improved. Profits Show Sharp Recession 
from 1929 Levels. Theory Three-Year Cycles Inspires Hope. 


1910 1915 1920 25 1930 
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CHART 
Annual production automobiles 
and trucks (millions vehicles 
per year) 


none the five previous peak years 
came immediately after the interven- 
ing low year, but the second year 
following. 

There seems universal confi- 
dence that least some recovery will 
seen next year. that should 
materialize, would suggest the pos- 
sibility complete recovery peak 
levels 1933, making the present 
four-year cycle. Considering the 
magnitude the present depression, 
the topping the previous record 


year might not come until five years 
later, 1934, but the exact date mat- 
ters little long upward trend 
from now assured. 


Profits Large Companies 


ONTRARY popular belief, the 

year 1928 and not 1929 witnessed 
the peak profits automobile com- 
panies, notwithstanding the fact that 
production 1929 exceeded that 
1928 1,020,000 vehicles and $414,- 
000,000 dollar value. The year 
1929 would have brought record 
profits had not been for the final 
quarter, into which were thrown vari- 
ous extraordinary charges incident 
the sudden curtailment operations 
and the excessive inventories un- 
sold cars hand. 

Net profits, after all expenses and 
charges but before dividends, the 
larger manufacturers cars and 
trucks are given accompanying 
table, compiled from the companies’ 
published reports for the years 1929 
and 1930, with figures for the first 
nine months 1931 where available. 
Fiscal years end December unless 
otherwise stated. 


Net Profits Automobile Manufacturers 
(In Thousands of Dollars) 


Auburn Auto. Co. (a) 
Brockway Motor Truck Co. .......... 


Checker Cab Mfg. Corp. .............. 


General Motors Corp. ........ 


Graham-Paige Motors Corp............. 


Nash Motors Co. (a) 


Packard Motor Car Co. 
Pierce-Arrow Motor Car Co. ........... 
Motor Car Co. 
Yellow Truck Coach Mfg. Co.......... 


Total 


1929 1930 1931 

Year Year Mos. 

$3,603 $1,018 $3,338 
280 D-3,552 

4,280 505 
234 3,771 
81,798 44,461 
1,123 D-4,197 
151,099 97,455 
D-548 
3,469 D-923 
6,841 2,008 D-259 
7,601 4,267 
9,034 
2,566 1,317 226 
1,074 D-1,989 D-1,344 
1,540 2,496 
D-1,162 
2,548 D-474 
.... D-4,980 D-7,588 120 
1,178 1,115 D-1,893 
$536,800 $195,403 $105,713 


D)—Deficit; (a) Years ended November 30; (b) from increase surplus; 


Year ended August 31, 1929; (d) Years ended October 
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comparison earnings the 
same group companies over ex- 
tended period years impracti- 
cable because the frequent mergers 
and changes capitalization that 
have occurred. Taking all the com- 
panies that have published reports, 
however, the totals represent large 
net profits the com- 
panies listed the table together 
with number smaller companies, 
are given below for the years 1928, 
1929, 1930 and the first nine months 
1931, also the net worth capital 
and surplus the beginning each 
year and the percentage profits re- 
turn thereon. Thus, although the list 
companies from one year another 
not identical, substantially the 
same and when the figures are ex- 
pressed the basis rate profits 
return they may considered fairly 
comparable. 


Automobile Manufacturers 
(In thousands of dollars) 


Net Net 
Profits 
Year Return 
1928 .... $1,430,648 27.9 
1929 .... 365,105 1,552,631 23.5 
.... 156,702 1,761,453 8.9 
1931* ... 8.8 


*Profits for first nine months; percentage 
return calculated at annual rate. 


Costs Have Been Cut 


might noted that the results 

for the first nine months 1931, 
indicating annual rate return 
practically high last year, were 
largely influenced the good show- 
ing General Motors Corporation. 
Earnings the remaining companies 
were almost entirely offset deficits 
reported. The industry general, 
however, making marked progress 
the reduction costs and even 
moderate expansion sales should 
promptly reflected widening 
profit margins. 

Although the manufacture auto- 
mobile parts and accessories con- 
sidered division the motor in- 
dustry, taken whole, the analysis 


_of its operations much more difficult. 


the first place, the production 
parts subject even greater fluc- 
tuation than that complete cars. 
Chart the extreme seasonal char- 
acter new car production can 
seen, and the fact that the seasonal 
the case railway traffic retail 
trade, but extremely erratic, depend- 
ing number factors, such 
whether new models are introduced 
July not until the end the year, 
whether policy building stocks 
reducing them pursued, whether 
there strong upward down- 
ward movement general business. 


CHART 


Monthly production automobiles 
and trucks (thousands vehicles 
per month) 


Throughout the parts and accessory 
will found conflicting 
characteristics. one time there 
appears trend toward building 
the complete car one organization 
—at another time the trend toward 
the “assembled where contracts 
will allotted outside concerns, 
each specialists their own line, 
build frames, bodies, engines, trans- 
missions, starting and ignition appa- 
ratus, carburetors, wheels, and other 
parts. 


Demand Varies Sharply 


some respects, the makers 
parts can assured fairly 
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and year out, once they have large 
distribution their equipment 
use. the other hand, when their 
original equipment business limited 
few even single large. cus- 
tomer, they are subject the whims 
small group buyers who may 
insist that they operate day and night 
for period rush production and 
then these buyers may suddenly direct 
them suspend shipments. 

Such the parts and accessory 
manufacturers have built 
large market for their product and 
command sufficient capital prevent 
their being dictated the matter 
prices and terms probably enjoy 
security that exceeds that the man- 
ufacturer complete cars. The lat- 
ter must finding new markets con- 
stantly and must pay for his parts, 
regardless whether not makes 
profit his own operations. 
table accompanies this article showing 
the net profits the larger manufac- 
turers parts and accessories, com- 
piled from published reports. 

Although the number companies 
that publish quarterly statements 
only about one-third the total that 
publish annual statements the nine 
months’ figures are believed 
fairly representative. close corres- 
pondence will found between the 


steady replacement demand year (Continued page 419) 


Net Profits: Auto Parts and Accessories 
(000’s omitted) 


1930 1931 
Year Year Mos 
Ainsworth Mfg. Co. ........... $1,040 $299 
Allied Products Corp. .......... 800 D-139 
Bohn Aluminum Brass Corp. 2,619 724 913 
Borg-Warner Corp. 7,683 2,318 1,267 
Briggs Mfg. Co. 2,427 4,036 1,077 
Briggs Shatton Corp. 1,499 882 328 
Budd (Edw. G.) Mfg. Co. 1,534 D-123 
Campbell, Wyant Cannon 1,279 639 254 
Continental Motors Corp. 711 
Eaton Axle Spring 1,502 1,205 449 
Electric Auto-Lite Co. 14,514 5,043 8,741 
Elec. Storage Battery 7,911 5,647 
Hayes Body Corp. D-245 D-853 
Houdaille-Hershey Corp. 2,820 D-157 
Kelsey Hayes Wheel Corp. ........... 3,316 2,262 
Midland Steel Prod. Co. 2,555 1,272 
Motor Products Corp. 2,141 587 205 
Motor Wheel Corp. 3,480 987 D-38 
Mullins Mfg. Co. 477 D-332 102 
1,308 234 D-505 
Stewart Warner Corp. 6,839 1,262 D-1,012 
Thompson Products, Inc. 106 120 
Timken Detroit Axle Co. 1,513 842 
Timken Roller Bearing Co. 14,155 7,524 2,000 
Trico Products Corp. 2,250 1,908 1,475 
United Amer. Bosch Corp. 881 D-366 D-354 
Young Spring Wire Co. 2,213 1,295 618 


(D)—Deficit; (a) Year ended October 31; (*) Before certain charges. 
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Territory Served the Northwest Bancorporation 


Sound Banking 
the Northwest 


hundred and fifteen leading 
cities the Northwest states are 
assured sound banking through 127 
banks and trust companies affiliated 
the Northwest Bancorporation. 

the individual banks, the 
Northwest Bancorporation brings 
the strength—the facilities—the 
broad banking experience great 
financial institution. The banksin this 
group are operated local officers 
and directors. They bring the cen- 
tral organization intimate 
knowledge local conditions 


throughout the Northwest. 


NORTHWEST BANCORPORATION 


company operating this area may 
place his account any Northwest 
Bancorporation bank with confidence 
and assurance that this great 
banking organization, will find 
every facility tocare for his complete 
banking requirements. 

invite your correspondence 
that may explain more detail 
how this group banks can serve 
efficiently your requirements the 
Northwest and Middle North- 
west. Address the Northwest 


Bancorporation, Minneapolis. 


MINNEAPOLIS, MINNESOTA 


When writing advertisers please mention the American Bankers Association Journal 
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More YORK Equipment 


for 
FEDERAL RESERVE BANK 


Pittsburgh 


present vault equipment the Pittsburgh Branch 
the Federal Reserve Bank Cleveland was built and 
installed YORK. Now, two great new vault doors—a 
rectangular main door and in. circular emergency door 
—are course construction the YORK factory for 


their new building. 


This new contract significant evidence that York equip- 
ment has fulfilled every requirement and another tribute 
YORK preeminence. 


York vault installations Federal Reserve Banks include 
the following: 


NEW YORK CHICAGO CLEVELAND 
PHILADELPHIA BOSTON MINNEAPOLIS 
and branches 
CINCINNATI LITTLE ROCK PITTSBURGH 
JACKSONVILLE LOUISVILLE LOS ANGELES 


Forty years designing, building and installing vaults all parts 
the world have brought the YORK organization priceless experience 
which yours for the asking. The smallest bank gets exactly the same 
grade workmanship the largest. For YORK builds only one grade 
vault-—the finest which human skill and ingenuity are capable. 


YORK SAFE AND LOCK CO. 


York, Pennsylvania 


Manufacturers and Builders the World’s Greatest Vaults 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 


= 
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Credit Paradox for Congress 


GEORGE ANDERSON 


Bank Loans Have Shown Steady Tendency Decrease the 
Face Abundance Funds Available Through Federal 
Reserve System Directly from Institutions Themselves. Chief 
Problem Session Put Credit Mass Again Motion. 


REDIT” the open sesame 
legislation the coming 
session the Congress. 

strong, perhaps overwhelming de- 
mand for the extension credit fa- 
cilities many lines; vigorous and 
determined movement control this 
extension credit facilities—these 
are the underlying principles all 
probable legislation directly affecting 
the country’s banking and_ general 
business situation. 

With member banks the Federal 
Reserve holding upward $2,900,- 
000,000 paper eligible for redis- 
count, about half which 
country banks, and with all banks 
whole holding abundant cash re- 
sources this and other varieties 
would seem that there particular 
occasion for worry the credit 
situation the country. Neverthe- 
less practically all bills Congress, 
the trend 
and preliminary committee reports all 
show determination the direction 
broadening the basis credit. For 
many months the Federal financial 
authorities have been endeavoring 
control the Federal Reserve and 
other policies the Government 
maintain all times abundance 
cheap money for the financing 
the country’s business. That policy 
seems have been successful 
any such policy could under the 
extraordinary conditions obtaining 
the business world, but spite 
anomalous situation has developed. 


Bank Loans Down 


HILE there has been tremen- 

dous volume credit available 
through the Federal Reserve and with 
abundance funds the banks 
far more than sufficient finance the 
business the there has 
especially the past few months. 
great the proportional volume 
ordinary bank loans devoted the 
financing the country’s ordinary 
commercial, agricultural and indus- 
trial business. Whether this decrease 


loans due primarily the cau- 
tion bankers, the necessity the 
part most banks maintain un- 
usual liquidity and general restric- 
tive policy loans 
whether has been due chiefly 
decreased demand for loans the actual 
result has been the same. The re- 
action among legislators has been 
increasing disposition further lib- 
eralize the national credit policy, 
pile Pelion Ossa the way 
credit facilities, strenuous en- 
deavor quicken business activities. 


Credit Needs Thawing 


HIS disposition broaden the 

credit facilities the country has 
preeminently taken the form ef- 
forts thaw out vast resources held 
thousands banks the country 
frozen current business conditions 
and afford rediscount facilities 
which will prevent the freezing 
such assets the future. The organi- 
zation the National Credit Corpor- 
ation has been designed afford 
emergency institution deal with 
these conditions, but means 
affording permanent facilities for 
dealing with such conditions there 
strong party Congress and out 
the eligible paper list the Federal 
Reserve increase vastly the 
variety and volume paper which 
the Reserve discount. 
Previous the present situation 
the country’s banking there was 
movement favored some Reserve 
authorities favor extending the 
list include municipal and other 
government bonds and even bonds 
certain corporations and other paper, 
the loans which are usually in- 
cluded the category “lombard” 
loans. Under the stimulus present 
conditions now proposed some 
influential members Congress 
extend the list include all 
sound assets solvent bank; cer- 
tain bonds and warrants states, 
counties, cities, other tax districts; 
installment financing; and even cer- 
tain classes real estate paper—in 
short, proposed that high finance 
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extended not only include house 
and lot but also the kitchen stove. 

Against this movement, might 
position. Senator Carter Glass 
Virginia, chairman the Senate sub- 
committee making special investi- 
gation the banking and credit sit- 
uation the country, has voiced his 
opposition any scheme “clutter 
up” the Federal Reserve with any 
doubtful paper and perhaps what Sen- 
ator Glass opposes will not done. 
Senator Glass’s sub-committee 
pected formulate its report and 
bill for the amendment the Federal 
Reserve Act for submission the 
full Senate Finance Committee early 
December. anticipated that 
the basis credit the Federal 
the avowed objects the commit- 
tee evolve some plan prevent 
the excessive accumulation Federal 
Reserve credit resources New York 
with special regard for the use such 
credit stock speculation. bear- 
ing upon this phase banking 
anticipated that the committee’s bill 
will include amendments the Fed- 
eral Reserve Act for change the 
method calculating the reserve 
member banks, probably adopting the 
recommendations the recent report 
the Federal Reserve Board’s com- 
mittee the subject with some 
changes. It_is also anticipated that 
the new rule the New York Clear- 
ing House against the placing 
“loans for others” will embodied 
the bill and with these reforms es- 
tablished other provisions the bill 
regard the Federal Reserve Sys- 
tem will much less radical than 
heretofore anticipated. 


Real Estate Paper 


HATEVER “cluttering up” 
the rediscount facili- 
ties there may likely the 
way new institutions. The organi- 
zation the National Credit Corpora- 
tion represents one phase this 


credit extension movement, but its 
(Continued page 424) 
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Recipe for Safe Loans 


STRONCK 


Problems Diversification, Safety and Liquidity Must 
Solved Accordance with Special Conditions Existing 


Each Bank and Its Community. 


Individual Requirements Can 


Determined Accurately Methods Test and Analysis. 


FTER the primary and secon- 
dary reserve requirements 
have been met for each 
group deposits—time, de- 

mand and public funds—the balance 
such deposits, available for conver- 
sion into assets, should converted 
into either the loans and discounts 
portfolio the investment account 
portfolio; also the size the loan 
portfolio should dependent upon the 
availability sound and liquid loans 
properly diversified. 

The outlet for loans must eval- 
uated first accordance with the fol- 
lowing three major factors: 


Diversification possibilities the type 
and character credit risks and size 
loans. 

Safety credit risks. 

Possible liquidity, turnover, loans. 


Hard Diversify 


ROPER econmic diversification, 

that is, nature the business 
the borrower, most difficult 
obtain locally the majority 
small communities and even some 
large geographical areas. The bulk 
local loans small agricultural com- 
munities limited farmers and 
live stock raisers, individuals and 
small business concerns whose finan- 
cial positions are subject agricul- 
tural live stock conditions the 
area. Restrictive diversification 
even more intense specialized agri- 
cultural areas when financial condi- 
tions are dependent upon the fortunes 
but one type commodity, 
such communities are dependent 
upon the successful operation one 
two industrial plants. 

secure loan portfolio diversifica- 
tion, such instances, necessary 
obtain appreciable amount 
tions, but the difficulty encountered 
here the difficulty the local bank- 
evaluate such credit risks. 
other types communities, such 
residential suburbs large cities, the 
local loan demand insignificant and 
then largely limited loans indi- 
viduals and real estate. other 
communities the local loan 
with sound credit risk, great that 


could absorb the available deposits 
the community and more. 

Multiple banking systems, they 
regional branch group systems, are 
supposedly founded the principle 
that diversification loans can ob- 
tained and the fluctuations local 
loan demand between communities ef- 
fectively handled. Regardless local 
conditions the loan risk cannot 
properly spread locally, for the sake 
liquidity and safety, must 
spread the placement monies 
outside the community. 


How Test Diversification 


present economic diversifica- 
tion loans can most readily 
ascertained classifying the loans 
accordance with the nature the 
business the borrowers and then in- 
dicating, table, the number and 
aggregate dollars involved each 
class, and the percentage each 
the grand total. Then the past his- 
tory and present economic status 
each group should studied, indi- 
should made any group, 
some groups should enlarged. 
analysis past losses each eco- 
nomic group and liquidity and safety 
analysis each loan item each 
group, will throw considerable light 
upon the economic position each. 
The classification items the 
loans and discount portfolio rather 
wide some banks and may made 
wide others. may include: 


Local loans. 

Mortgage loans. 

“Outside” accommodation loans 
loan participations. 

Commercial paper. 

Bankers acceptances. 

Call loans. 

Loans concerns national credit 
rating. 


Nook, 


Classes one three are usually en- 
countered all banks. Classes four 
seven are encountered banks 
where the local loan demand quite 
small and during times when the rate 
income such loans attractive. 
The attractiveness rates appears 
more deciding factor than di- 
versification and liquidity, for under 
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present low open money market rates, 
these types loans have either en- 
tirely disappeared, are low po- 
sition many country banks whose 
position these was high during 
high open money market rates. 

the construction fund conver- 
sion plans, items four seven, al- 
though they are termed “loans and 
discounts” the balance sheet, are 
usually eligible for secondary reserve 
requirements, and hence are allotted 
the secondary reserve requirement per- 
centages. However, their place the 
loans and discount portfolio neces- 
sary many instances, order se- 
cure proper economic diversification. 


According Security 


second type diversification 

nature the security. Typ- 
ical diversifications are accordance 
with the following major groups: 


Open unsecured. 
Endorsed. (Two more name paper) 
Secured by: 
(a) Marketable securities. 
(b) Local securities. 
(c) Real estate senior obligations. 
Real estate junior obligations. 
Warehouse receipts. 
Chattel and crop mortgages. 
Customers’ notes receivable. 
Miscellaneous collateral usually 
difficult not impossible, li- 
quidate even decided sacrifice. 


Here, again, many communities, 
diversification difficult. some 
communities impossible, for ex- 
ample, secure any appreciable vol- 
ume loans secured marketable 
securities. others the real estate 
situation such that would ex- 
tremely hazardous loan any appre- 
ciable amounts such security. 

The present security diversification 
can most readily ascertained 
classifying the loans accordance 
with security and the preparation 
table which indicates the number 
loans and dollars involved each 
group and expressing these per- 
centage the grand total. analy- 
sis the loss history each group 
and analysis loans each group 
the present safety and liquidity 
factor will give valuable information 

(Continued page 422) 
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CORPORATE 


TRUST SHARES 


ACCUMULATIVE SERIES and 
SERIES AA—DISTRIBUTIVE TYPE 


Now available two new series each comprising the 
following portfolio stocks equal share amounts: 


Industrials 
Allied Chemical 


American Can 

American Smelting 
American Tobacco 
Borden 

duPont 

Eastman Kodak 
General Electric 
International Harvester 
National Biscuit 

Otis Elevator 

Procter Gamble 
Union Carbide 

United States Steel 
Westinghouse 
Woolworth 


Utilities 
Amer. Tel. Tel. 
Columbia Gas Elect. 
Electric Bond and Share 
North American 
United Gas Improvement 


Rails 


Atchison, Top. Santa 
New York Central 
Pennsylvania Railroad 
Union Pacific 


Oils 
Standard Oil (Indiana) 
Standard Oil (New Jersey) 


Texas Corporation 


Ask Your Investment House Bank 


ADMINI 
AND 
RESEARCH 
CORPORATION 


These are fixed investment trusts sponsored 


ADMINISTRATIVE AND RESEARCH CORPORATION 


120 Wall Street New York 


When writing to advertisers please mention the American Bankers Association Journal 


405 


: 


406 AMERICAN BANKERS ASSOCIATION JOURNAL December, 


} NAME JOHN J. BLANK 

printings 
transaction 
ledger card, 
passbook and 
journal sheet. 


144 EAST MAIN ST. 


the 


largest savings banks, 


ae 002.25 S 5576 


25.00 *** 25262 B =# 
503.27 


125.00 B=# 2522 


Twenty-One 


use National Posting 


Machines 


comparatively few years National Posting Machines have been ac- 
cepted leading banks the outstanding method handling savings 
accounts. Large banks which started with few machines are now 
using twenty-five, fifty and seventy-five. Scores smaller banks find 
one machine sufficient for their needs. the twenty-five largest sav- 
ings banks the country the following use National Posting Machines. 


Bowery Savings New York City East River Savings New York City 
Emigrant Industrial Savings York City Lincoln Savings Brooklyn, 
entral Savings York City York Cit 


Dime Savings Bank Brooklyn 


Brooklyn, 


Provident Institution for Savings .... 


Boston, Mass. 


Dry Dock Savings Bank New York City Hibernia Savings Loan Society...... San Francisco 
Greenwich Savings New York City Savings Bank Baltimore, Md. 
Union Dime Savings New York City Dollar Savings New York City 
Seamens Bank for New York City Harlem Savings New York City 
Society for Cleveland, Ohio Buffalo Savings Buffalo, 


THE NATIONAL CASH REGISTER COMPANY 


DAYTON, OHIO 


When writing advertisers please mention the American Bankers Association Journal 
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Expected Upturn Lags. 


The Condition Business 


Essential Readjustment Between Indi- 


vidual Income and Cost Living Continues. Numerous “Non- 


Proposals. 


LTHOUGH activity 
still lacks evidence any 
material upturn, the past 
month has brought further 

correction the one maladjustment 
the root the worldwide indus- 
trial depression, namely, the disparity 
existing between individual income 
and cost living. When prices 
raw materials dropped lower level, 
the purchasing power the produc- 
ers was automatically reduced 
terms other commodities. Then 
wage rates began broad but much 
slower downward movement, which re- 
duces manufacturing costs and 
time passed the public 
cheaper prices for goods retail. 
Most basic raw materials now appear 
have stabilized and possess the 
power rally sharply when occasion 
warrants, the case wheat and 
silver, whereas the cost living 
still declining, measured prices 
food, clothing, fuel, rents and mis- 
cellaneous articles. 


Slow Altering 


the slowness with which cer- 

tain economic relationships can 
altered that prolongs and intensifies 
period depression readjust- 
ment. delays the return the only 
condition under which goods and ser- 
vices can exchanged freely. the 
early period economic life, before 
the minute division labor developed 
the use money was introduced 
intermediate step every 
transaction, the producer one prod- 
uct made direct exchange “bar- 
ter” with the producers other prod- 
ucts, and the relative supply and de- 
mand automatically and promptly fixed 
the Then was simple 
matter for the man out work 
trade his services the man with 
surplus stock commodities. Today 
there are many stages the produc- 
paid money, and naturally tries 
make his own share large pos- 
sible. 

Three essentials completing the 
readjustment the lower level 
prices and income now prevailing in- 
clude: (1) Lower government expen- 
ditures, indebtedness and taxes; (2) 


wholesale prices for all commodi- 
ties, also for farm products and 
other (non-agricultural) commod- 


ities. 1926—100 
transportation 
largest item which railroad 


wages, and (3) Lower building costs, 
corresponding with the drastic reduc- 
tions building materials. None 
these charges immovable and time 
will doubtless bring them all back into 
line. 

Industrial balance essential and, 
considering the extremely low level 
which general activity has de- 
clined, even reasonable balance could 
easily cause the present volume 
business double. Purchasing power 
and prosperity never come from par- 
tial employment nominally high 
wage scales, but from full employment 
“natural” wages, determined 
supply and demand, they high 
low. 


The Many Plans 


unfortunate that much at- 

tention diverted the numer- 
ous proposed plans now circulation 
that are subsidiary the main issue 
and are the class non-essentials. 
safe say that this country 
could regain moderate degree 
prosperity without such aids as: (1) 
huge government bond issue, (2) 
Artificial stabilization prices, (3) 
Prosperity Europe, (4) Control 
credit through basing reserves 
(5) national planning 
board regulate business, (6) Res- 
toration bimentallism, (7) Further 
“Buy now” campaigns, (8) Legisla- 
tive solution economic difficulties, 
(9) Redistribution gold, (10) Re- 
peal prohibition, etc., mention 
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Brokers’ Loans Liquidated Per Cent 
from 1929 Peak, All Loans Down $9,000,000,000 One-Third. 


only few the proposed remedies 
that contain some truth and some non- 
sense. 


Liquidation Loans 


RELIMINARY figures that have 

been made available the Fed- 
eral Reserve Board covering the con- 
dition all member banks Septem- 
ber last show that the decline 
bank loans and discounts was even 
greater than that indicated the 
weekly reports. the selected list 
banks located the larger cities. 
other words, the position the 
larger banks has been better main- 
tained than that the much greater 
number small, country banks. Part 
the decline the totals for the 
latter group has course been caused 
the voluntary and involuntary 
liquidation that has occurred. 

Taking the total bank loans se- 
cured stocks and bonds all 
member banks, the high point the 
quarterly figures was 1930, but 
this included large amount stock 
exchange loans taken over when the 
outside loans made non-banking 
lenders were withdrawn, and the real 
peak credit all kinds was 
around October 1929, when the se- 
cured bank loans stood $10,314,- 
000,000. September 29, 1931, the 
total had been reduced $8,088,000,- 
000. the time the credit peak, 
however, there was outside money 
loaned directly brokers the 
amount nearly 
which has now been banned the 
New York Clearing House banks and 
has dwindled few million dollars. 
The reduction all secured loans, 
therefore, was from over $14,000,- 
000,000 $8,000,000,000 more 
than $6,000,000,000. 

Brokers’ loans during the period 
declined from peak $6,804,000,000 
every dollar borrowed against stocks 
slightly more than two years ago, 
only eleven cents still owing—a 
liquidation that unprecedented. 

All loans all member banks, in- 
cluding both secured and unsecured 
commercial loans, declined from 
$26,165,000,000 
and the $4,000,000,000 outside 


ay > 
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loans added, the decline credit 
has been from over $30,000,000,000 
less than $21,000,000,000 practi- 
cally one third, since the indicated to- 
tals October and November showed 
continued decline. 


Improvements Bank 
Situation 


addition the continued paying 

off bank loans, there are num- 
ber other favorable developments 
the banking situation that have 
practically removed from the major 
problems causes apprehension 
the business outlook. 

Withdrawals gold huge 
scale October, accompanied un- 
pleasant rumors from abroad 
the soundness the American money 
market, have entirely subsided and 
November brought return flow 
approximately $100,000,000, the larg- 
est imports single month since 
1917. This will prevent the base 
our credit structure being forcibly 
contracted the loss gold re- 
serves. 

Operation the National Credit 
Corporation has removed the danger 
forced selling high grade se- 
curities the banks meet the 
withdrawal deposits, and thereby 
removes pressure from the bond mar- 
ket that has caused depreciation 
the holdings bonds all banks. 

Circulation currency, after in- 
creasing large amounts over pe- 
riod weeks has now turned down- 
ward, indicating that the widespread 
fear the part the public has 
subsided. 

Bank failures have shown marked 
decrease during the past month. 
cording figures compiled the 
Federal Reserve Board covering the 
period from January October 31, 
1931, total 1753 banks suspended 
payments, their deposits aggregating 
$1,461,852,000. the same period, 
220 banks that had previously sus- 
pended were reopened, with deposits 
$126,339,000. November pre- 
liminary figures indicate that approxi- 
mately 200 banks suspended, indicat- 
ing total for the full year 1931 
excess 2000. The worst month 
record was October, when 512 banks 
having deposits $566,686,000 closed 
their doors. 

There are good reasons for believ- 
ing that the worst the period 
bank failures has passed, although 
will matter some time before 
the recovery the bond market and 
the payment amortization mort- 
will put the banks 
sound position would desired. 
higher level interest rates than 
those prevailing during the early 
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part the year will improve bank 
earnings. 

the three key industries, the 
probability nearby upturn ap- 
pears most promising automo- 
biles which the subject special 
article this issue the JOURNAL. 
Steel production has recently been in- 
creased slightly above per cent 
capacity level, this improvement 
being contra-seasonal, inasmuch 
the usual trend November and De- 
cember downward. the low 
point, production was about equal 
the 1905 rate. About 25,000,000 tons 
appear now promised for the 
calendar year, against 39,595,268 tons 
last year and 54,850,433 the record 
year 1929. Automobile production 
counted for the principal outlet 
the near future, while buying the 
railroads, machinery and farm imple- 
ment manufacturers, 
tractors and miscellaneous users 
still subnormal. long the rate 
holds below per cent capacity, 
practically none the producers can 
make anything above their fixed 
charges, that much, except the com- 
panies turning out special alloy and 
stainless steels. 

Building construction still lags. In- 
dustries supplying materials are run- 
ning low ebb, cement prices have 
been cut the point vanishing 
profits and the lumber industry 
preventing accumulation unsold 
stocks only adhering minimum 
schedules production. The Dodge 
Research Service believes that the 
most important recent events that are 
likely bear ultimate revival 
the building industry occurred outside 
the building field. Revival business 
and financial confidence from state 
verging panic toward more 
healthy anticipation constructive 
solutions underlying financial prob- 
lems, together with some indications 
upturns commodity prices have 
given business sentiment more 
wholesome and hopeful tone, and while 
this turn sentiment the essential 
first step toward recovery, has not 
yet gathered sufficient momentum 
affect favorably business volume 
construction volume figures. 


Mortgage Bank Plan 


ESCRIBING the Hoover plan for 

creating mortgage banks re- 
discount the “first light dark 
horizon,” Harry Kissell, president 
the National Association Real 
Estate Boards, whose membership 
comprises real estate boards 562 
cities, has issued call for special 
meeting the Association’s Execu- 
tive Committee aid presenting 
this matter Congress. pro- 
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posed that group twelve Federal 
home mortgage banks established 
under the supervision Federal 
Home Loan Board, function 
manner similar the Federal reserve 
banks, Federal farm loan banks and 
Federal intermediate credit banks. 

course, the idea that there 
permanently less building done 
more tenable than any other idea 
that there less work done than 
two years ago. The monthly bulletin 
the Building Construction Employ- 
ers’ Association for November stated 
that every state, county and city 
the United States, new construc- 
tion were erected during the next 
two years and efforts were principally 
concentrated modernization, slum 
rebuilding, etc., every mechanic the 
thirty more branches the na- 
tional building industry could bank 
steady employment for this length 
time. municipality can proudly 
say there work this nature 
done. 


Textile Activity Maintained 


OTTON goods manufacturing, one 

the oldest industries Amer- 
ica and one the largest, appears 
have practically returned normal 
conditions, that say, production 
has run fairly constant for several 
months, sales are the increase one 
week and decrease the next, the 
trade closely watches the statistical 
position raw cotton and the goods 
mills are making some profits. 
course, total operations represent only 
part the capacity the industry, 
but there good deal obsolete 
capacity existence that never will 
used and must scrapped eventu- 
ally. 

Consumption raw wool Ameri- 
can mills running ahead the cor- 
responding months 1930. There 
has been trend fashions toward 
woolens and worsteds. number 
strikes Lawrence, Mass., and else- 
where have recently been settled and 
many thousand textile workers have 
returned the mills. 

Imports raw silk have been un- 
usually heavy, caused part the 
disturbances Manchuria. Volume 
silk production and sales has held 
very well this year, running ahead 
1930 for most lines. Unusually 
keen competition prevails, and profits 
have been adversely affected the 
decline prices, the prevalence 
cut-rate sales and the failure many 
concerns the cutting-up and retail 
trades. 

Rayon production, after running 
heavy rate during the first nine 
months the year, has been curtailed 

(Continued page 410) 
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TRACTOR PRICES ARE LOWER 


tractors today prices than ever 

before. While the prices commodities 
are considerably increased today over the 
1913 level, McCormick-Deering tractor prices 
are now about per cent lower than 1913. 
And these much lower prices are for very 
much better farm power plant every 


HARVESTER offers 


the important matter fuel costs and 
tractor upkeep, the advantage all the 
side the tractor. Corn, oats, and hay are 
now about the same levels the 1921 
depression, but gasoline today shows per 
cent drop price from the low point 1921. 
Gasoline fuel for tractor operation costs much 
less today than the hay and grain consumed 
doing the same work. 


Labor the big item farm production 
One man with tractor, doing from 
two four times much work day 
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This illustration shows the 
New 3-plow FARMALL 
tractor. The McCormick- 
Deering FARMALL now 
made and 3-plow sizes. 


Analysis farmers’ 
crop cost records proves 
that man could get all 
his horse feed for nothing 
would still cost him cents 
acre more use horses 
than use tractor. 
Horses eat every day the 
year around; the tractor 
asks for fuel only when 
working. 


THAN EVER 
and Gasoline 


Cheaper Than 
Horse Feed 


another man with team horses, has 
his control the most powerful wedge 
widen the gap between cost and selling price 
—and that means PROFIT. 


McCormick-Deering Tractor the 
soundest investment for the farm. The 
McCormick-Deering dealer has the 10-20, 
the 15-30, and the two Farmalls display. 


INTERNATIONAL HARVESTER COMPANY 


606 So. Michigan Ave. AMERICA 


(Incorporated) 


Chicago, Illinois 


McCORMICK-DEERING 


When writing advertisers please mention the American Bankers Association Journal 
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NEW YORK CITY the largest banks 
are the dominant factors with aggregate de- 


posits $9,111,000,000 out total 


MEW 


$10,056,000,000 all the commercial banks. 
these leaders supply their customers with 
checks made Monte Safety Paper, the 
original safety paper for checks, readily iden- 
tified and widely accepted the standard 


everywhere. George Monte Son, Broad- 


way, New York City. 


MONTE NATIONAL SAFETY PAPER FOR CHECKS 


its wavy lines 


Condition Business 
(Continued from page 408) 


15-20 per cent for the purpose re- 
ducing unsold inventories the year- 
end. Guarantees offered producers 
against future price changes have re- 
cently been withdrawn. 

The automobile tire industry has 
had good volume business 1931 
and, like textiles, has apparently 
passed its depression point and worked 
upward supply the sheer replace- 
ment demand, which may counted 
upon give continuing support. 
There are still considerable number 
small and weak concerns the 
manufacturing field, and the cheap 
prices crude rubber cents per 
pound) and cotton cents) have en- 
couraged them make tires under- 
sell the standard makes. Some re- 
ductions tire prices were announced 
recently, but this will not seriously 
hurt the large companies, considering 
the lower prices which raw ma- 
terials may purchased. Some in- 
ventory losses must taken 1931 
operations. 

The same conditions are found 
the shoe industry. Prices hides 
and leather are much lower than 
year ago, and shoe production 
larger, the gain being confined the 
low-priced footwear. Some the 
large factories are running 24- 
hour schedule. the retail end, con- 
ditions are highly competitive and 
some the shoe chains have had dif- 
ficulty holding their profit mar- 
gins. Apparently there has been some 
swing away from popularity chain 
stores handling shoes exclusively, and 
favor the chains shoe depart- 
ments large department stores that 
can carry part the overhead. 
recent study the Graduate School 
Business Administration, Harvard 
University, “Operating Costs 
Shoe Chains 1929” shows that some 
the newer chains find the scale 
rents contracted 1928 and 1929 
leases takes disproportionate share 
gross profits. 


The Railroad Problem 


LTHOUGH settlement the 
crisis railroad credit brought 
about the decline earnings and 
the fixed scale wages one the 
major problems, difficult tell 
what kind agreement will finally 
worked out the five groups par- 
ticipating negotiations—the 
road managements, labor unions, In- 
terstate Commerce Commission, com- 
mittees shippers and associations 
railway security holders. Appar- 
ently the wage issue the chief stum- 
bling block settlement. 
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Nevertheless, sweeping discrimi- 
nation against all railroad bonds 
quite unwarranted. Bonds many 
railroads have sold down reorgani- 
zation prices, whereas the monthly re- 
ports income show that interest 
charges will covered this year with 
margin spare. Following are 
some the important roads which, 
according recent analysis the 
Standard Statistics Company which 
believed conservative, will more 
than cover their fixed charges: 


Estimated 1931 Earnings Fixed 


Charges 
(Based on nine months figures) 
Per Cent 

Atchison 300 
Atlantic Coast Line............. 133 
Baltimore 124 
Boston 153 
Buffalo Susquehanna......... 297 
Chesapeake & Ohio............-. 
Chicago Gt. Western............ 154 

107 
Great 122 
115 
Louis. 115 
Missouri Pacific................ 116 
110 
Norfolk & Western............. 550 
Northern Pacific. 118 
Pennsylvania System........... 127 
Pitta. & Lake Erie. 226 
120 
Southern 134 
Terns & 140 
184 
Western Maryland 127 
Wheeling Lake Erie.......... 187 


Bonds these and other railroads 
may counted recover unless 
the railroad situation should become 
much worse 1932 and recovery 
traffic should entirely lacking. 

unusually light volume new 
offerings has enabled previous out- 
standing issues digested, and 
large amount bonded indebtedness 
has been recalled this year through 
sinking funds, calls for redemption 
and purchases the open market. 
When investment conditions become 
more nearly normal, the attractive- 
ness bonds the strong railroads 
should much greater than that 
new offerings that are unseasoned. 
Sustained recovery the market for 
high grade bonds would one the 
most encouraging signals for general 
recovery business that could occur. 


Corporation Profits 


Figures compiled Ernst Ernst 
from the published reports corpora- 
tion earnings for the first nine months 
1931 disclose that the aggregate 
profits 670 companies were 34.93 
per cent less than during the first 
nine months 1930. Industrial con- 
cerns showed the sharpest recessions. 
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steadily 
increasing number depos- 
itors, correspondents and 


other clients our privi- 
lege serve convincing 
evidence the standing 
this institution and the effi- 


ciency its service. 


Among these depositors are 
found the leading firms, 
corporations and banks, both 
nating clientele receives and 
has the right expect the 
best banking facilities. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Profits, $46,000,000 


= 


DURABILITY 


DURABILITY 


that demand 
shades that are both smart appear- 
ance and durable construction will 


approve Athey Shades. They are 
made fit all casements, and are 
instantly adjustable shade any part 
the window. Made special 
translucent weave and ingeniously con- 
structed avoid loose flapping, they 
confer air quiet elegance upon 
your banking quarters. Write for sam- 
ples cloth and complete prices. 


SHADES 
ATHEY COMPANY 


6009 65th St., Chicago, Ill. 


Representatives Principal Cities 


Canada: Cresswell-Pomeroy, 
Montreal and Toronto 


NATIONAL GROUP 


NATIONAL 
ELECTRIC POWER COMPANY 


NATIONAL 
PUBLIC SERVICE CORPORATION 


part the 
MIDDLE WEST UTILITIES SYSTEM 
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Association Activities 


Spring Meeting 


date the 1932 Spring Meet- 

ing the Executive Council 
the American Bankers Association 
will April 25, and and the 
place will the Greenbrier Hotel, 
White Sulphur Springs, Va. Special 
trains will available for Council 
members and their families, arriving 
White Sulphur Springs April 
The 1932 meeting will one day 
shorter than usual, ending with the 
Family Dinner Wednesday evening, 
April 27. For the departure, special 
trains will leave shortly after mid- 
night the morning April 28. 


1932 Los Angeles 


Annual Convention the 

American Bankers Association for 
1932 will held Los Angeles Oct. 
and This will the fourth 
time the Convention has met Los 
Angeles, having previously gone there 
1910, 1921 and 1926. 


Nashville Proceedings 


Bank Management Commis- 

sion announces the publication 
the proceedings the Southern Bank 
Management Conference held Nash- 
ville, Tenn., Nov. and The book 
contains unusual amount prac- 
tical information current problems 
—prepared bankers, for bankers 
and based actual banking experi- 
ence. Among the specific subjects 
discussed are compensating balances, 
clearinghouses and credit bureaus, 
new sources income, secondary re- 
serves, bonds, float costs, measured 
service charges, interest rates, loan 
analysis, agricultural paper, collateral 
loans and personnel. Copies will 
supplied each six for $5, 
the Bank Management Commission. 


Mid-Winter Trust Conference 


Thirteenth Mid- 

Winter Trust Conference will 
held Feb. 16, and 18, 1932, the 
Hotel Commodore, New York City. 


Eastern Savings Conference 


Regional Savings 

Conference, which comprises all 
institutions New England and New 
York interested the savings busi- 
ness, will held the Roosevelt 
Hotel, New York, Jan. and 29, 
1932. The conference sponsored 
the Savings Division, American Bank- 
ers Association. The program will 


concern itself with the fundamentals 
entering into investment savings. 
The chairman the conference com- 
mittee Henry Kinsey, vice-presi- 
dent, Williamsburgh Savings Bank, 
Brooklyn, New York, and president 
the Savings Banks Association the 
State New York. banquet will 
held the evening Jan. 28. The 
chairman the banquet committee 
Henry Bruere, president, Bowery Sav- 
ings Bank, and member the Execu- 
tive Committee, Savings Division, 
American Bankers Association. 


Trust Proceedings 


Trust Division has published 

the proceedings the Ninth Re- 
gional Trust Conference Pacific 
Coast and Rocky Mountain States 
held recently San Francisco. The 
booklet contains fourteen addresses, 
together with report the informal 
discussions which took place concern- 
ing each main topic. Copies are 
available one dollar each from the 
Trust Division. 

The subjects discussed include re- 
lations with the bar, estate planning, 
the place corporate trustee 
modern life, service estates, ways 
preserve estates, the responsibility 
exercising discretionary powers, 
vital problems taxation affecting 
trustees, non-legal investment liabil- 
ity, co-mingled funds, benefits life 
insurance trusts, the value living 
trusts, costs and charges, the secur- 
ing wills and trusts through agency 
accounts and the prospective develop- 
ment the trust business. 


Convention Calendar 


DATE STATE 

1932 ASSOCIATION PLACE 
May 10-12 Texas Austin 
May 19-20 Indiana Indianapolis 
May Springfield 
June 1-3 Watertown 


AMERICAN BANKERS ASSOCIATION 
MEETINGS 


Jan. 28-29 Eastern Regional 
Savings Conference, 
New York, 
Feb. 16-18 Thirteenth Mid-Winter 
Trust Division Confer- 
ence, New York, 
April 21-22 Mid-West Regional 
Savings Conference, 
St. Louis, Mo. 
April 25-27 Executive Council, 
White Sulphur Springs, 
Va. 
June 6-10 Convention, 
Los Angeles, Cal. 
Oct. 3-6 Convention, 


Los Angeles, Cal. 
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Money Without Gold 


(Continued from page 382) 


gold other than those resulting 
from changes the bank rates and 
similar factors characteristic the 
usual trade conditions. sense, 
therefore, England was hardly 
full gold standard from 1925-1931, 
since she would not sell gold 
amounts less than 400 ounces; 
other words, she was gold stand- 
ard externally but not internally. 

should pointed out, however, 
that England considers that she has 
been gold standard during this 
period, since she feels that the only 
requisites good gold standard 
modern times involve meeting 
foreign adverse balances gold but 
not freedom redemption domes- 
tic currencies gold. conceiv- 
able that, should modern nations learn 
cooperate closely the administra- 
tion the international gold standard, 
operating through some device like 
the Bank for International Settle- 
ments, England’s conception the 
gold standard—which many call 
modified gold standard gold re- 
serve standard—will become the ac- 
England’s restriction upon the free- 
dom internal redemption, however, 
has commonly been looked upon 
relatively unimportant one and, 
result, has been common speak 
standard. 

The fact that the leading countries 
the world have adopted the gold 
standard and have made such strenu- 
ous efforts maintain raises the 
fundamental question why the 
gold standard has attained this dis- 
tinctive position and whether there are 
good reasons for expecting that mod- 
ern nation, considering the interna- 
tional relations nations, must main- 
tain the gold standard. 


Why Gold? 


conventional and accurate 

state that the standard value 
must composed that commodity 
which generally acceptable and 
one which the masses people have 
confidence. Since gold has been the 
standard international trade for 
long time, looked upon the 
commodity which the greatest 
group people have the greatest con- 
fidence. Nations desirous carrying 
foreign trade have learned that 
gold not only universally acceptable 
world trade but also within the 
nations. Why gold generally accept- 
able and why does command 
universal confidence? The reasons 
appear found certain funda- 
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45,000 buyers 
per minute 


Telephone service has buyers busy 
homes, busy offices, busy booths 
public pay stations. Calls made 
the Bell System average 45,000 per 
minute 45,000 sales. 


These calls are made over the nearly 
million Bell-owned telephones, 
connected 80,000,000 miles 
wire. plant vast proportions has 
been developed meet the public’s 
and improvements 
are averaging more than $1,000,000 
every working day. 


the investor this means putting 
money work essential and produc- 
tive ways. During half century in- 
come has increased with plant growth 
and dividends have been paid without 
break. 

May send you copy our booklet 
Financial 


BELL TELEPHONE 
SECURITIES CO. Inc. 


195 Broadway, New York City 
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Meeting 
Today’s Need 


for Conservatism 


Rock-bound conservatism the order the day. apparent 
everywhere banking and business circles. the field invest- 
ment, exemplified the manifold provisions which safe- 
guard the soundness 


INDEPENDENCE 
TRUST SHARES 


representing Trust Certificates proportionate interest the 
common stocks banks, utilities, insurance and industrial 
companies. 


The Trust Agreement contains distinct improvements over the 
forms fixed investment trusts. anticipates every 
contingency that might even remotely arise adversely affect 
either safety principal continued income. 


For example. the elimination clause provides for the prompt 
disposal any stock whenever its value long-term invest- 
ment impaired; and substitution permitted. 


All assets the Trust Fund are treated trust property. Semi- 
annual distributions may re-invested additional Trust 
Shares, used meet current needs, the investor’s option. 
There penalty for redemption conversion, and reserve 
fund maintained—permitting maximum investment the 
underlying stocks. 


The Pennsylvania Company for Insurances Lives and Granting 
Annuities, Philadelphia—one America’s strongest financial 
institutions—is the Trustee. Permanency this trusteeship 
assured adequate provisions. 


present prices the yield Independence Trust Shares over 


Circular upon request 


Independence Shares Corporation, 1608 Walnut St., Phila., Pa. 


mental characteristics human be- 
ings which frequently overlook but 
which cannot afford neglect. 
Throughout the evolution money 
found that object becomes gen- 
erally acceptable and universally de-. 
sired when the people discover that, 
addition giving command over 
the present goods, best suited 
means providing against future 
contingencies. the early stages 
civilization the necessities life 
seemed meet these requirements 
best all. the world progressed, 


striking fact the substitution 
ornament and the metals ornament 
for instruments utility, the 
storers purchasing power and, con- 
sequently, standards value and 
media exchange. the dawn 
the medieval period the connection be- 
tween ornament and money was 
intimate that they were merged almost 
into identity. late the seven- 
teenth century the relationship was 
very close; the trade the goldsmith 
and the banker was much the same. 

very fundamental characteristic 
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human beings their desire 
stand out from and above their fel- 
lows. They wish show their superi- 
ority some form other. There 
ceaseless, universal eagerness 
the part every one succeed 
life. Men every rank strain and 
toil increase their command over 
goods and services for today, and 
manding the goods desired the fu- 
ture. Men desire not only safety 
the race for life and happiness but 
social position and prestige. The 
savage bedecked himself with orna- 
ment stand out among his fellows; 
the modern rich man accumulates his 
fortune can draw larger check. 


Deep-Rooted Instinct 


not fighting increase his wealth, 
fighting save what has 
order avoid losing caste and rank. 
dreads going down the battle. 
The best indication the world that 
not only capable meeting all 
the necessities life and ac- 
cumulating surplus for the future 
his ability maintain his social 
position and enjoy the luxuries 
life. Therefore fights for those 
things that will command goods the 
present and serve reliable store- 
house value for the future. Gold 
and silver, especially gold, have met 
these requirements better than any 
other commodities. Gold has served 
reasonably trustworthy storer 
purchasing power, hence, has been 
highly acceptable. has also satis- 
fied, remarkably well, the desire for 
display and the love ornament be- 
cause its scarcity. The necessities 
life have never functioned well for 
any great length time satisfying 
either these requirements, and for 
this reason the metals ornament 
have outstripped other commodities 
standards value and media ex- 
change universally desired and gen- 
erally acceptable. 

Necessities may become plentiful, 
and they not satisfy that funda- 
mental desire for surplus, for prestige, 
for ornament. Indeed, the idea 
ornament the antithesis the idea 
the necessity. necessity may 
scarce but still not satisfy the desire 
for ornamentation. ornament 
indicative the capacity waste; 
general presumed show that 
the wearer not only can command the 
necessities life but can fritter away 
his surplus upon mere bauble. 
must something that all want but 
cannot command, hence the distinction 
resulting from possession. not 
much question the beauty 
the question possessing things 
that are scarce and expensive. 
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could desire the beauty the orna- 
ments others possessed them; 
exclusive possession that desire. 
The utility necessities not deter- 
mined scarcity, but the utility 
ornament and metal money is. Make 
wheat common water and still 
much, probably much more, would 
used. 


Must Hard Get 


AKE gold that plentiful and its 

value ornament and 
medium exchange would de- 
stroyed. Its possession would confer 
distinction. Any commodity liable 
glut can never serve long 
standard value. The fact that gold 
money also enhances its value 
ornament. The two forces are inter- 
acting. is, therefore, the love 
for display that also must look for 
fundamental explanation why 
the metals ornament have outdis- 
tanced other metals more general 
utility. But once the monetary status 
has been attained ornamental 
metal, then the rational side human 
nature, looking self preservation, 
comes into play aid maintaining 
its acceptability thereafter. 

interesting fact that the 
monetary standards which have out- 
stripped all others and have been 
maintained for great length time, 
have been, and less extent per- 
haps present are, anchored the 
superfluous life, the frills and 
trinkets, rather than the necessi- 
ties. interesting, also, con- 
sider the tremendous influence which 
these superfluous ornaments have ex- 
ercised upon human beings. They 
occupy, the form our monetary 
standard, the central position our 
economic structure, and their capacity 
for good evil almost incalculable. 

must not inferred that all 
ornaments serve standards value 
media exchange. Although 
the ornamentation characteristics will 
present, other characteristics also 
determine whether the ornament will 
will not become standard value. 
These are mentioned below. will 
suffice say this point that while 
diamonds are good ornaments, they 
are poor standards value and media 
exchange. There are times when 
the standard must called into use 
medium exchange, for ex- 
ample, settle adverse trade balances 
with foreign countries, and diamonds 
lack the additional characteristics 
cognizability and malleability neces- 
sary the universal acceptability 
the standard medium exchange. 

must face the fact, however, 
that are witnessing recurrence 
the usual crop ideas what 
should done lieu reestablish- 
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What Kind Audit? 


AUDITS vary quality and scope. The Quality 
depends upon the experience, ability and applica- 
tion the auditor; the Scope matter your 


instruction. 


course, Every Audit should Detailed 
Audit. This expert and independent study 
detail the items represented mass balance 
sheet figures. discloses the many important facts 
underlying the figures; verifies; clarifies. brings 
light avoidable leaks and wastes; finds the flaws 
accounting, credit and collection methods; 
points possibilities for greater profits, and free 
from qualified statements the balance sheet audit. 


The Balance Sheet Audit, spite obvious 
limitations, when properly made more than 
mere building statements from book figures 
without careful analysis and substantiation. 


The Balance Sheet Audit can ordered with 
specification calling for partial Detailed Audit 
covering period sufficiently long give least 
cross section the business and picture 


actual conditions. 


ERNST 


AKRON DALLAS 
ATLANTA DAVENPORT 
BALTIMORE DAYTON 
BIRMINGHAM DENVER 
BOSTON DETROIT 
BUFFALO ERIE 
CANTON FORT WAYNE 
CHICAGO FORT WORTH MEMPHIS 
CINCINNATI GRAND RAPIDS MIAMI 
CLEVELAND HARTFORD MILWAUKEE 
COLUMBUS HUNTINGTON, 
W.VA. 


HOUSTON 


LOUISVILLE 


ing the gold standard well the 
usual crop articles those legerde- 
mainists who readily convert their 
hindsight into foresight and are say- 
ing with much self-complacency 
that they foresaw just these things 
happening and therefore are entitled 
tell how correct the difficulties. 
rather easy discover, however, 
that most, not all, these articles 
have been written after rather than 
before the abandonment the stand- 
ard, that officials England right 
the last minute were uncertain 
what would take place, and that 


ACCOUNTANTS AUDITORS 
SYSTEM SERVICE 


INDIANAPOLIS 
JACKSON, MISS. OMAHA 
KALAMAZOO 

KANSAS CITY 
LOS ANGELES 


MINNEAPOLIS 


ERNST 


NEW ORLEANS ST. PAUL 

NEW YORK SAN ANTONIO 
SAN FRANCISCO 
PHILADELPHIA SEATTLE 
PITTSBURGH TAMPA 
PORTLAND, ME. TOLEDO 
PROVIDENCE TULSA 
READING WASHINGTON 
RICHMOND WHEELING 
ROCHESTER WINSTON-SALEM 
ST. Louis YOUNGSTOWN 


NEWSPAPER PUBLISHER 


with proven record interested 
keeping some banker from unwillingly 
getting into the newspaper business, 
arrangements can made mutu- 
ally profitable basis making further 
investment unnecessary. 


Inquiries will be held strictly confidential 
by this publication until banker has made 
satisfactory investigation. Address Alden B. 
Baxter, Advertising Manager, American 
Bankers Association Journal, 22 East 40th 
St., New York City. 


this country leading officials closest 
the situation were taken surprise. 
are having proposals for bi- 
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Protection 


Day and Night 


OLDUPS are increasing. Unbeatable 


Holdup Alarm System. There are dozen 


ways the bank employees 


silent alarms and bring armed forces im- 


mediately. Let send you the bulletin. 
For Night Protection—the Pho- 
netalarm detects vault attacks and 


Supervision gives constant protection 


throughout the night. 


Systems supervised through permanent 
connection with Central Stations. 


CONTROLLED 


metallism. Bryanism with once 
again. even have had the pro- 
posal that bimetallism established 
with ratio between gold and silver 
fourteen one, even though the 
market ratio between the gold and 
silver the time the proposal was 
made was about seventy-two one. 
more fantastic proposal. les- 
son well-learned monetary experi- 
ments that metal overvalued the 
mint will drive out the metal that 
undervalued. Gold would disappear 


once from the country attempting 
establish bimetallism with mint 
ratio between gold and silver that 
above the market ratio. all times, 
furthermore, the country’s currency 
system the mercy the fluctuat- 
ing market ratios with the result that 
alternating standards, not bimetallic 
standard, would prevail. 

Even the old die-hard bimetallists 
the Bryan campaign days were 
forced admit that bimetallism could 
exist only international agree- 
ment could effected which all 
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nations would agree abandon their 
existing standards for the bimetallic 
order that there would place 
which the undervalued specie 
country could driven. Such 
world-wide agreement was never pos- 
sible for the reason that the leading 
nations the world preferred rely 
upon that commodity which 
versally desired. result, the gold 
standard crowded the bimetallic from 
the face the earth and the lessons 
learned should make it-unnecessary 
waste time reconsidering the re- 
vival any such fallacies. Each new 
generation, however, feels inclined 
reexamine anew and for itself such 
questions. practical fact and 
lesson well learned from past ex- 
perience, seems beyond question 
that the issue bimetallism dead 
beyond recall and discussion 
can taken seriously. 


Deficits Compel Tax 
Revision 
(Continued from page 385) 


taxed are compactly organized. They 
ask, “Why pick us?” Moreover, 
they can obtain strong political hear- 
ing for that view. The working out 
Congress any bill levy selected 
group excise taxes invariably stirs 
the opposition the lawmakers 
whose districts the bulk the produc- 
tion articles proposed taxed 
from this point effective, hostile 
log-rolling. 

Increase the rates Federal estate 
tax? all current proposals, this 
probably the one for which large 
popular approval could obtained 
most quickly, but which, the same 
time, the most unlikely when its 
practical aspects are analyzed. The 
professional “friend the people” al- 
ways has found great stuff argue 
heatedly for high taxes inheri- 
tances. practical matter, how- 
ever, talk this kind seems intended 
for popular consumption rather than 
for serious consideration basis 
action. 


States Get Lion’s Share 


LTHOUGH may not popularly 
understood, the Federal Govern- 
ment has largely relinquished this tax 
the states granting taxpayers 
credit per cent for state in- 
heritance taxes paid. Federal rates 
were even doubled, for sake argu- 
ment, there would little resulting 
increase Federal revenue. The 
states would the major beneficia- 
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ries. That robs the proposal its 
principal practical value. 

There are, course, elements 
uncertainty which can turn the situa- 
tion inside out over night. ex- 
traordinarily difficult anticipate 
what may eventuate from condition 
each major party controlling one 
house Congress. Another influen- 
tial uncertainty new expenditures. 
Let proposal for large outlay for 
public works, for Federal unemploy- 
ment relief for unemployment insur- 
ance, for increased naval construction, 
for any one half dozen other 
large expenditures, receive serious 
consideration and the revenue problem 
assumes brand new form. 

None these possibilities, how- 
ever, appears dim the prospect for 
extensive revision the revenue sys- 
tem. Although action other vital 
issues may obscured the vaga- 
ries what Democratic House and 
Republican Senate can wrangle out 
between them, there scant room for 
doubting that taxes will revised up- 
ward. That seems the one cer- 
tainty. There room for speculation, 
however, concerning just what form 
and degree such revision may take. 
That the one 
dentally, uncommonly interest- 
ing one, especially with the election 
President the United States 
just over the political hill. 


What Gold Means 
Banks 


(Continued from page 392) 


ing all kinds, international, central 
and commercial, depends upon com- 
munity confidence the banker rather 
reluctant part with credit base 
which has proved itself touchstone 
credit faith. 

The critics gold have found de- 
pressions and eras price decline 
fertile conditions for agitation. Wide- 
spread general discontent can always 
exploited for plausible causes since 
the public inclined more cred- 
ulous during such periods. Thus the 
nineties, the years immediately follow- 
ing the post-war depression and the 
present afford propitious oppor- 
tunity for those who believe change 
Furthermore, clear and direct rela- 
tionship can always established be- 
tween current distress and the stand- 
ard, however remote the items the 
demonstration may from the final 
truth. For example, “Prices fall be- 
cause people not have enough money 
spend. Money lacking because 
have not enough gold. Therefore, fall- 
ing prices are due lack gold.” 


Charter Member 
New York Clearing House 
Association 


Eminently qualified its 


119 year record, conservative 


policies, nation-wide contacts, 


and neighborly spirit serve 
those who require New York 


correspondent facilities. 


CHATHAM PHENIX 


NATIONAL BANK AND TRUST COMPANY 


New York 
MAIN OFFICE: 149 BROADWAY 
New York City 
Established 1812 


That seems quite obvious even the 
economically illiterate. places the 
banker disadvantage since the 
real facts not lend themselves with 
equal facility public presentation. 


Past Experience 


ISTORY rich experiences 

which show the effects de- 
parture from stable monetary base. 
our own country have the early 
colonies, the Revolutionary resort 
printed currency and the Civil War 
experience with greenbacks. Although 
certain classes every case benefited 
cannot said that the community 
the whole profited. resulted 
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the dissolution equities which for 
just social reasons should have been 
maintained intact, the accumulations 
the aged and infirm, the savings 
the thrifty and the reserves the 
prudent who provided for rainy days. 
Not only did injure these classes 
but discouraged virtues which are 
necessary individual happiness and 
security well community prog- 
ress. More recently find Europe 
yielding experiences re- 
peat the earlier lessons. The banker 
cannot forget this. 

the other hand, much may 
said for the stability the gold 
standard terms purchasing pow- 
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AMER 


A Service of Interes 


Executors an 


ENGLISH ASS 


ESTATES 


Ame 


Trust 


ETS 


and other 


a 
Administrator® 


pamphlet, outlining the services rendered 
our English Trust subsidiary—the Guaranty 


Executor Trustee Co., Ltd., London—will sent 


fiduciaries and lawyers request. 


invite trust companies, banks, lawyers and 


other executors and administrators avail them- 


selves the facilities our British trust subsidiary, 


for the prompt and efficient administration English 


assets estates which they are handling. Further 


information will supplied request. 


Guaranty Trust Company New York 
140 Broadway 


LONDON PARIS BRUSSELS 


LIVERPOOL HAVRE ANTWERP 


AND Prorits THAN $295,000,000 


when considered over long period 
years. The writer independent 
study has taken the value gold 
terms wholesale goods this coun- 
try and England over period 150 
years from 1780 1930 and found 
that the average annual rate change 
has been approximately 4.5 per cent. 
eliminate war periods, during 
which standard can survive, and 


consider general purchasing power 
contrasted the more volatile pur- 
chasing power the field whole- 
sale commodities, find the average 
annual change during shorter but 
fully representative period less 
than per cent per year. Before 
dropping gold and embracing some 
other medium which can have had only 
theoretical trial best may 


well give this excellent performance 
due weight. 


Penalty Thrift 


banker finally interested 

obligations and investments. 
his task act broker for those 
who have funds and invest them safe- 
ly. The law wisely limits him, with 
unimportant exceptions, 
indebtedness.” not permitted 
purchase the indefinite equities rep- 
resented shares stock. Since gold 


the anchor which the unit 


value bound would blind 
his own self-interest and that his 
the standard. 

This task much larger than 
mere fortification those accumula- 
tions the affluent which provoke 
the ire the liberals. Any repeated 
sustained diminution these ac- 
cumulations will place premium 
upon extravagance and penalty upon 
thrift. Only savage the lowest 
order squanders current income and 
neglects prudent stores. The higher 
mounts the more acute his pro- 
vision for the future. This foresight 
takes form largely material equip- 
ment which multiplies his effective- 
ness producer and consequently 
enables him attain higher stand- 
ard living and set aside ever greater 
margins protect him time 
danger. Safety and progress the 
group requires the protection those 
reserves. That the banker’s larger 
task and realizes that the preserva- 
tion the gold standard over long 
period time indispensable the 
discharge that duty. 


Agricultural Credit Plan 


The Iowa Bankers Association has 
sponsored plan for the organization 
bank-owned agricultural credit cor- 
porations various parts the state. 
The task these corporations 
provide facilities for bringing into 
their respective communities addi- 
tional and new loaning funds for the 
purchase and feeding live stock, 
the warehousing grain and other 
agricultural purposes. announce- 
ment issued under date Dec. says 
that nine the units have already 
been set up—each one subsidiary 
counties—and are authorized redis- 
count certain types agricultural 
paper the Federal Intermediate 
Credit Bank Omaha. esti- 
mated that the corporations organized 
thus far can bring into their com- 
munities much $4,250,000 ad- 
ditional funds under terms permitting 
them rediscount from eight ten 
times their paid capital stock. 
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Profits Automobiles 
(Continued from page 400) 


rate return concerns the parts 
and accessory field and those produc- 
ing cars, may seen from the fol- 
lowing summary available reports. 


Auto Parts and Accessories 
(In thousands of dollars) 


Net Net 
Profits Worth Per Cent 
Year Jan.1 Return 
$84,094 $390,652 21.5 


*Profits for first nine months; percentage 
return calculated at annual rate. 

majority the automobile man- 
ufacturers are now busy the prep- 
aration new models introduced 
the National Automobile Show 
New York the early part January, 
and the effect production for deal- 
ers’ stocks being felt related in- 
dustries that supply tools and parts. 

analysis has been made the 
operating 
companies the automotive field 
which published detailed statements 
covering the first half year. 
gate net sales this group declined 
from $1,239,000,000 the first half 
1930 $989,000,000 the first 
half 1931, 20.2 per cent. 
Total expenses declined during the 
same period from $1,120,000,000 
$901,000,000 19.6 per cent. The 
resultant net profit fell from $119,- 
000,000 $89,000,000 25.8 per 
cent. 

composite income account 
these companies cannot prepared 
strictly uniform basis owing 
differences 
Some statements separate such items 
depreciation, interest and taxes, 
while others include all part 
them under cost sales other ex- 
penses. the figures from one year 
another are usually comparable for 
individual companies, however, the 
following comparison based 
available details will indicate the gen- 
eral downward trend expenses, 
even though the distribution among 
the different items varies somewhat: 


Seventeen Automotive Companies 
Six Months Per Cent 


Change 
(Thousands) 1930-31 
Net Sales ........ $989,154 —20.2 
Total Expenses 900,599 —19.6 
Cost Sales... 736,624 —20.7 
Operating Expen. 11,786 —21.5 
Depreciation 24,207 0.3 
Interest ........ 5,398 
11,653 —16.1 
Mise. Chgs. and 
11,564 —25.9 
Other Income— 
3,018 
Profits 88,555 —25.8 
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ALLEN 
ANDERSON 
James 
Coox 
Francis Davis, Jr. 
Harry Davison 
DouBLEDAY 
Joun 
Artemus 
Harvey 

WALTER JENNINGS 
Loomis 
Rosert 
Grayson M.-P. 
Harry 
Dean 

SR. 
VANDERBILT WEBB 


40TH ST. AND MADISON AVE. 


TRUSTEES 


American Brake Shoe Fdy. Co. 


Manufacturers Trust Company 


Brown Brothers Harriman Co. 
M.-P. Murphy Company 
Zabriskie, Sage, Gray Todd 

Milbank, Tweed, Hope Webb 


New York Trust 
Company 


Capital, Surplus and Undivided 


$48,000,000 


New York 

Lee, Higginson Company 
Chairman the Board 

James Colgate Company 
Cook, Nathan Lehman 


United States Rubber Co. 

Ingersoll-Rand Company 
Hercules Powder Compan 
New Yor 

Shearman Sterling 

President 


Hayden, Stone Company 

Pressed Steel Car 
New Yor 

New York Life Insurance Co. 

Lehigh Valley Railroad Co. 


New York 
New York 


New York 


BROADWAY 


ST. AND FIFTH AVE. 


will seen that the decrease 
material purchases and other manu- 
facturing charges that into cost 
sales was somewhat greater than that 
other expenses, and overhead 
charges. Reductions wage rates 
this fall will reflected further 
lowering this item. There was 
skimping depreciation charges for 
the purpose making better show- 
ing. Smaller reserves were set for 
taxes, and income from subsidiaries 
and outside investments dropped 
sharply. Some the miscellaneous 
charges were decreased because 


applying against inventory the con- 
tingency reserves previously set up. 


Second Half Prospects 


URING the second half the 

year production has dropped 
steadily and the showing for the 
period will admittedly poor one. 
addition, the companies engaged 
the production distribution cars 
other countries through owned 
branches separately incorporated 
subsidiaries will faced prob- 
lem adjusting these foreign holdings 
the prevailing rates exchange. 


| | 
| | | 
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Good Gold” 
Anywhere 


Mellon Travelers Cheques have 

been carried travelers for more 
than quarter century. Because 
the world-wide standing the Mellon 
National Bank, they are easily cashed. 
Mellon Travelers Cheques are sold the 


traveler premium only cents 
per $100. The selling bank’s commission 
the sale cents per $100. you 
are not already selling Mellon Travelers 
Cheques, write Mellon National Bank, 
Pittsburgh, Pa., for complete information. 


MELLON 


the case Canadian branches this 
would mean write-down per 
cent, and for England write-down 
more than per cent, which may 
seriously cut into the surplus accounts 
certain companies. compromise 
adjustment has been discussed, which 
current assets and current liabilities 
will taken into the consolidated bal- 
ance sheet the American company 
and subsidiaries prevailing for- 
eign exchange rates, while the fixed 
investment plant and equipment 
will continue carried cost less 
depreciation, since not considered 
trading asset and therefore 


ravelers 


more subject market fluctuation 
than would the domestic factories. 

industry that has expanded 
rapidly the manufacturing 
automobiles, inevitable that 
the process there will created both 
financial giants and financial wrecks. 
Several years ago authoritative 
statement was made that the his- 
tory the industry, more than 1,000 
companies whose names were well 
known the public had passed out 
the picture—some them through 
merger, the majority through failure. 

This largest manufacturing indus- 


tion old, and per cent its growth 
has been attained since 1914. The fi- 
nancial strength General Motors 
Corporation has been traditional, and 
now the select list “billion 
dollar numbering 
twenty-seven, which ranks thir- 
teenth, measured total assets. 

number other companies have 
had phenomenal rise, and after more 
than two years depression are still 
enviable position. Hudson Mo- 
tor Car Company, for example, 
Nov. 30, 1921, had net worth repre- 
sented capital and surplus $12,- 
496,000, which was built each year 
from surplus earnings retained after 
payment dividends $59,279,000 
Dec. 31, 1929. During this period, 
the average ratio its sales mer- 
chandise inventory was 16.29 times, 
sales working capital 8.57 times and 
sales net worth 3.99 times. 

Nash Motor Company, another 
example, had net worth Nov. 30, 
1921, $17,928,000, which had been 
built $53,658,000 Nov. 30, 
1929, addition the dividends paid 
out the meantime. This company’s 
sales averaged 16.25 times merchan- 
dise inventory, 3.01 times working 
capital and 2.40 times net worth. 

illustrating the liquid condition 
the leading companies, General 
Motors Corporation reported June 
last current assets $417,093,000 
against current liabilities $88,441,- 
000 ratio 472 per cent; Chrys- 
ler Corporation current assets 
597,000 against current liabilities 
$14,818,000 ratio 591 per cent; 
Auburn Automobile Company (May 
current assets $16,252,000 
against current liabilities $4,460,- 
000 ratio 364 per cent; Hupp 
Motor Car Corporation current assets 
$32,604,000 against current liabili- 
ties $2,883,000 ratio 1,131 
per cent; Reo Motor Car Company 
current assets $16,913,000 against 
current liabilities $1,962,000 
ratio 862 per Studebaker 
Corporation current assets $26,- 
074,000 against current liabilities 
$4,590,000 ratio 568 per cent; 
White Motor Company current assets 
$26,402,000 against current liabili- 
ties $2,357,000 ratio 1,120 
per cent and Willys-Overland Com- 
pany current assets $13,328,000 
against current liabilities ratio 
820 per cent. 


Aggregate Net $2,924,487,000 


contrast with the large and pros- 

perous companies, little heard 
the smaller and less successful manu- 
facturers who are unable maintain 
the pace set competition. pic- 
ture the dark side the industry 
may had from study the an- 
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nual reports “Statistics 
issued the Treasury Department, 
the latest which covers the year 
1928. 

summary the income all 
corporations the automobile and 
parts field shows that over period 
ten years, only thirty-one out 
every 100 companies reported profit, 
the remaining sixty-nine showing 
deficit. 

Aggregate net income the corpo- 
rations reporting net income this 
period was $2,924,487,000. Out 
this income and profits taxes $468,- 
933,000 were paid, leaving balance 
$2,455,554,000. 

Total deficits the corporations 
reporting net income came 
$580,398,000—a surprising sum 
industry that was commonly regarded 
the leading symbol prosperity. 
Deducting these deficits from the 
profits, less taxes, leaves net profit 
the industry $1,875,156,000, for 
the entire period from 1919 1928 
inclusive, excepting the year 1925 for 
which detailed figures were not pub- 
lished. 


New Books 


FRAUD: ITS CONTROL THROUGH 
ACCOUNTS. George Ben- 
nett. Published the Century 
Company, New York. 


PICTURE WORLD ECO- 
NOMIC CONDITIONS THE 
BEGINNING 1930. Published 
National Industrial Conference 
Board, Inc., New York. 


OUR FINANCIAL 
Albert Keister. Published the 
Macmillan Company, New 


MARKET RESEARCH AGENCIES. 
Guide Publications and Activi- 
ties Relating Domestic Market- 
ing. Published United States 
Government Printing Office, Wash- 
ington, 


FINANCIAL STATISTICS 
CITIES HAVING 
TION OVER 30,000. 1928 (An- 
nual). Published United States 
Government Printing Office, Wash- 
ington, 


APPRAISERS AND ASSESSORS 
MANUAL. Prouty, Clem 
Collins and Frank Prouty. 
Published McGraw-Hill Book 
Company, Inc., New York. 


LAND VALUES NEW YORK 
RELATION TRANSIT FACIL- 
ITIES. Edwin Spengler. 
Published Columbia University 
Press, New York. 


WAGES AND THE ROAD AHEAD. 
James Mooney, with the col- 
laboration Otis Peabody Swift. 


102,501 


Customers 
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Gilbert Station, Holland, N. J. 


Invest 


System security holders 
increased 19,485 during the months 
ended September 1931, period marked 
world-wide financial uncertainty. 


Among these investors are 102,501 cus- 
tomers, 11,165 employees, and 7,217 banks 
and institutions. Customers and employees 


know the System first hand. 


Invest- 


ment managers banks and insurance 


companies know from the point view 


financial experts. 


From either point view, these securi- 
ties have gained the confidence 231,055 


investors. 
appreciation the 
future earning pos- 
sibilities the As- 
sociated System. 


new approach the problem 
wage reductions. Published 
Longmans, Green Company, New 
York City. 

THE SEVEN KEYS RETAIL 
PROFITS. Clyde Bedell. In- 
come producing methods explained 
and analyzed. Published the 
McGraw-Hill Book Company, New 
York City. 

SUCCESSFUL LIVING THIS 
MACHINE AGE. Edward 
Filene, collaboration with Charles 
Wood. Social significance 
mass production and mass distribu- 
tion. Published Simon and 
Schuster, New York City. 


This confidence gauges public 


invest, for information, write 


Associated Gas and 
Electric System 


Broadway New York City 


and Company 


ACCOUNTANTS and AUDITORS 
MANAGEMENT ENGINEERS 


East Street, New 


CLEVELAND SYRACUSE SPRINGFIELD 
KANSAS CITY SAN FRANCISCO 
BOSTON PHILADELPHIA CHICAGO 


———— = = 
SS Sg SD 
A NATIONAL 
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MAC obligations 


enjoy the protective background highly liquid assets, with 
credit factors widely diversified region and enterprise. Long 
regarded national standard for short term investment, they 
have been purchased individuals, institutions and 
thousands banks the country over. 


available convenient maturities and 
denominations current discount 


GENERAL 
ACCEPTANCE CORPORATION 


OFFICES 


PRINCIPAL 


CITIES 


Executive Office BROADWAY 57TH STREET New York City 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS 


$500,000,00 
RESOURCES 


NATIONAL BANK 
ANGELES 


Fully equipped every kind 
banking and trust business 
with branches communi- 
ties, extending from Fresno and 
San Luis Obispo Imperial 
Valley. 


When banker has valued cus- 
tomers leaving for Southern Cali- 
fornia, will them favor 
giving them letters introduction 
Security-First National Bank. 


Group Banking and Your Directors 


Every one your directors in- 
terested both for himself and his bank 
in better banking profits. The JouRNAL 
supplies the facts. Let us tell you— 
oe our Director subscription 
plan. 


OVER $80,000,000 


DEPOSITORY 


A.B.A.—12-1931 


Recipe for Safe Loans 
(Continued from page 404) 


the relative security risk between 
groups. 

Whatever the condition may be, 
which disclosed such analysis, 
evident that proper diversifica- 
tion economic and security factors 
cannot obtained the local loan 
outlet, then the percentage deposit 
funds allotted for local loans 
must restricted. also evident 
that regardless the local loan de- 
mand, far better for the com- 
munity and for the banker, have 
bank with safe loan portfolio, rather 
than one which vulnerable ad- 
verse local conditions. 

third diversification size 
loans. Although there are legal 
infrequent find very large per- 
centage the loan dollars allotted 
but few lines number. the eco- 
nomic and security factors but 


AMERICAN BANKERS ASSOCIATION JOURNAL 


December, 1931 


few these should become impaired, 
the loss possibility dollars may be- 
come great place the capital 
position the bank dangerous 
position. Actual losses thereon may 
eliminate all the earnings for sev- 
eral years past. size diversification 
may readily obtained from the 
proof tape the liability ledger and 
the items thereon segregated into 
size groups, indicating the number 
accounts and the dollars involved 
each size group. This method sim- 
ilar the one employed many 
banks obtain size classification 
checking accounts. 


How Measure Safety 


determination the safety 

factors involves the evaluation 
the credit risk. The safety factor 
relatively easy determine loans 
secured collateral where the collat- 
eral itself can readily evaluated 
market position. All that neces- 
sary ample margin. However, 
even this type loan, great diffi- 
culties are encountered during periods 
rapidly decreasing security values. 
fixed policy margin requirements, 
together with frequent valuations 
collateral, will give the necessary in- 
formation the safety factor. 
Where the collateral difficult 
evaluate, due the absence good 
market thereon, other credit risk fac- 
tors are involved practically similar 
nature those unsecured loans. 
The safety factor the unsecured loan 
difficult evaluate during periods 
depressed business conditions, even 
though large amount credit infor- 
mation available. almost im- 
possible evaluate, during such times, 
from the credit information contained 
certainty, however, that the real value 
note dependent upon its collec- 
tibility, and any credit information 
which indicates doubt the ability 
the borrower pay the note 
maturity, reflects doubt the 
safety factor. must borne 
mind that, order produce high 
rate liquidity the loan aggregate, 
the safety factor the loans must 
high. analysis the liquidity fac- 
tor practically always indicates con- 
centration low safety factors the 
non-liquid loans. 


Liquidity Comes First 


acid test loan aggregate 
consists the determination its 
liquidity. From the standpoint pre- 
paring financial budget deposit 
fund conversion, the general rule is: 
“The greater the liquidity loans, 
the lesser need the primary and 
secondary reserve.” 


<> 
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When there rapid turnover 
loans, the primary reserve constant- 
replenished, making unnecessary 
draw upon the secondary reserve, 
excepting perhaps for seasonal de- 
clines deposits temporary ex- 
traordinary loan demands. However, 
the turnover loans becomes sub- 
normal, stagnant, condition apt 
arise where the replenishing the 
primary reserve absorbs all the sec- 
ondary reserve and even the bulk 
the investment account. bank then 
would most unfavorable posi- 
tion and any further decline de- 
posits would result suspension. 

The turnover, liquidity test 
loan aggregate made through 
analysis the turnover rate each 
loan line the aggregate. The turn- 
over, liquidity rate each loan 
line mathematically determined 
through analysis the high and 
low position during cycle one 
year. The dollar reduction from high 
low then expressed percen- 
tage the high. the loan has been 
paid full, the turnover rate 100 
per cent; reduction has been 
made, the rate per cent. table 
then prepared which indicates the 
number loans and dollars involved 
turnover rate groups. All loans with 
subnormal turnover rate are re- 
grouped accordance with the nature 
the business the borrower, 
throw light the economic situation, 
and again regrouped accordance 
with the nature the security. This 
indicates what groups economic and 
security dangers exist, and then also 
the safety factor each such line 
studied detail. will found that 
the safety factor doubt the 
majority loans, evidencing subnor- 
mal turnover, with the exception 
such loans secured marketable col- 
lateral whose margin positions are 
still intact. 


Segregate Poor Loans 


the application the foregoing 

methods loan analysis, 
possible segregate definitely all 
loans which require attention and 
specify the degree attention which 
they require. With such definite 
knowledge the problem, the situa- 
tion then susceptible remedy 
through the application intelligent 
and well directed effort the correc- 
tion the loan position, thus remov- 
ing from the “required attention” 
class. 

The development intensive 
method loan analysis and loan con- 
trol feasible any bank regardless 
its size. done through the 
creation the function controller 
loans. The essence this that 
the individual, group individ- 
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Acceptance Financing 


The International Acceptance Bank offers complete and 
specialized service the financing foreign trade. 
This service includes the handling commercial letters, 
acceptances, collections, securities, bullion, and foreign 
exchange. The world-wide banking connections this 
institution enable facilitate these operations, 
well supply clients with valuable credit information. 


INTERNATIONAL 
ACCEPTANCE Bank, 


UNIT THE MANHATTAN COMPANY 


STREET 


Padua Protects Lives 
Well Money 


C=eaeee knows that Padua Hold-Up Pro- 
tection really protects. That is why Padua- 
Protected banks avoid robberies and so do not risk 
the lives of employees. Let us tell you about 
Padua Protection. 


PADUA Hold-Up Alarm Corporation 


Seneca Street Cohoes, 


uals, connected with this function, are 
entirely divorced from the making 
loans, but are held responsible for the 
continuous follow-through all loans 
after they have been made. 
strengthen this function further, 
the right kind individual operates 
same, may given veto power 
new loan applications. Since 
control function, must indepen- 
dent, that is, the head the function 
direct representative the board 
directors, one its special- 
ized committees dealing with the ad- 
ministration the loan portfolio. 
Seasonal fluctuations the local 
loan demand can obtained chart- 
ing the local loan position over cycle 
year. parallel chart deposit 
fund availability made. Seasonal 
secondary reserve requirements are 
based upon this study. Some banks 
are characterized heavy local 
loan demand during certain periods 
the year, which demand accom- 
panied seasonal decline depos- 
its. secondary re- 
serve will meet this situation without 
the necessity borrowing, redis- 


NEW YORK 


Your Car’s 
Lubricating System 


might well serve—each time 
your car Alemited—as re- 
minder Stewart-Warner sta- 
bility. 


For fifteen different items 
lubricating 
throughout 
tional industries, including the 
automotive industry, are sup- 
plied Alemite. 


And the Alemite Corporation 
only one four powerful sub- 
sidiaries Stewart-Warner. 


Copy latest financial report 
and list products manufac- 
tured will mailed any ad- 
dress upon application. 


STEWART-WARNER 
CORPORATION 
1826 Diversey Parkway 


and subsidiaries 
Stewart-Warner-Alemite Corp’n 
Canada, Ltd. 
The Alemite Corp’n 
The Bassick Co. 
The Stewart Die Casting Corp’n 


Chicago 


counting, and without market loss 
secondary reserve liquidations. 
may more profitable for bank 
borrow money meet such situations, 
but longer fashionable for 
small bank indicate borrowed 
money the published statement 
its condition. 
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MIDLAND BANK 


LIMITED 


Complete Banking Service 


The Midland Bank offers exceptional facilities 
for the transaction banking business every 
description. has offices the Atlantic Liners 


Berengaria” 


Mauretania” 


and with affiliated banks operates over 2550 
branches Great Britain and Northern Ireland. 


The offices Poultry and 196 Piccadilly are 
specially equipped for the use American visitors. 


HEAD POULTRY, LONDON, 
OVERSEAS BRANCH: 122 OLD BROAD ST., LONDON, 


Municipal 
Bonds 


Yielding 4.50% 


Circulars request 


Incorporated 1910 


South Salle Street, Chicago 


NEW YORK 
PHILADELPHIA 


DETROIT 
ST. LOUIS 


The Journal and Today’s Conditions 


These are no times to guess—you've 
got to know, and there could possibly 
be no sounder source of usable infor- 
mation and _ forward-looking plans 
than this Journal which reflects the 
constructive experiences of the 18,000 
member banks of the American 
Bankers Association. 


Credit Paradox for 
Congress 
(Continued from page 403) 
operation affords relief for the real 


estate situation and this situation is, 
admittedly, one the most serious 
current business conditions. The or- 
ganization some sort real estate 
rediscount institution will certainly 
pushed powerful interests 
both houses the Congress. There 
group Senators whose ideas 
are voiced Senator Bulkley 
Ohio, which proposes 
real estate frozen asset situation 
authorizing the Federal land banks 
discount real estate loans either rural 
urban even loans stocks and 
bonds, the alternative being set 
new credit pool corporation along 
the lines the War Finance Corpor- 
ation. either case the Federal 
Government would called upon 
finance the scheme and Senator Bulk- 
ley willing spend $2,000,000,000 
the proposition. 

project for the organization in- 
which will given prompt consider- 
ation not only with respect its own 
merits but also possible adjunct 
the more general real estate redis- 


count proposition. The President’s pro- 


posed system home building loan 
banks further extension the re- 
principle extending credit. 
The proposal establish twelve in- 
stitutions, one each Federal Re- 
serve District, with initial capital 


varying from $5,000,000 $30,000,- 


000 each. The banks are organ- 
ized building and loan associations, 
savings banks, banks and 
banks handling home 
real estate mortgages and the capital 
tions, the 
whatever capital the fail pro- 
duce. The plan provides that that these 
banks may issue bonds twelve 
capital. With the pro- 
ceeds the sale these bonds the 
banks will paper the 
subscribing _secured 
mortgage loans real estate used for 
residential purposes. The loans 
thesé their paper thus 
secured shall not per cent 
the unpaid balance unamortized 
short term loans per cent “of 
the unpaid balance amortized 
long term mortgages submitted 
collateral; loans shall made 
mortgages default mortgages 


excess $15, each. 


Would Expand Needed 


SSUMING that bank build- 

ing and loan association places 
orginal long-term amortization 
its assessed value such mortgage can 
used collateral for loan from 
the discount institution per cent 
the amount the bank’s advances 
per cent the assessed value 
the property, the proportion for 
short-term non-amortization loans be- 
ing per cent and per cent respec- 
tively. These discount institutions 
so-called banks would issue bonds 
needed for the discount this real 
estate paper and their capital could 
then increased and the expansion 
continued indefinitely. The bonds 
would secured the notes the 
borrowing institution supported 
all their resources, the mortgages de- 
posited collateral, and the capital 
and other resources the discounting 
institutions. The President proposes 
that the bonds shall acceptable 
security for governmental and postal 
deposits, but does not propose that 
they income tax free. 

The whole plan modification 
the principle the_ land 
banks. Its object afford various 
types real estate mortgage institu- 
tions including banks, facilities for 
securing funds enable them as- 
sist the revival home construc- 
tion many parts the country, 
which has been slowed re- 
stricted credit situation. 

The President expects not only 
relieve pressure and strain the in- 
stitutions themselves this manner 
but also enable them assist_home 
enable them finance new con- 
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struction and thus contribute mate- 
increased 

business activ- 
ity, and increased employment—this 
the central idea all these plans. 
dominating idea the entire 
session Congress exclusion 
almost everything else. There are 
questions the increasing national 
deficit, the dole public relief for 
unemployment under some more 
euphonious name. There the ques- 
tion the further existence and op- 
erations the Farm Board and that 
the downed but not yet dead mat- 
ter the export debenture for farm 
products. All these questions are 
that their relation the great 
problem setting the wheels in- 
dustry again motion. 


Branch Banking Proposals 


there little prospect. 
Even the matter branch, group 
and chain banking which was burn- 
ing issue year and half ago, 
there rather ominous quiet, pos- 
sibly the lull before storm. Senator 
Glass’s “trial balloon” bill which the 
basis the work his sub-commit- 
tee provides for state-wide branch 
banking. result hearings 
there seems some trend toward 
the belief that Pole’s 
proposition for “trade branches 
tension branch banking all, and 
will incorporated the sub-com- 
controversial, has been complicated 
the great number bank failures 
since the hearings were had, and there 
are many possibilities 
it, that view the precarious po- 
litical situation both houses the 
subject being approached ex- 
the subject considered, prob- 
ably will early the session the 
bill offered the Senate 
Finance committee, there will 
abundance political fireworks 
which the Federal Reserve, the Comp- 
troller, bank superintendents 
and all other bank control authorities 
will come criticism. There 
much disposition examine the pres- 
ent dual system state and national 
banks with the divided system 
control and need not occasion great 
surprise there should_be at- 
tempt sudden revolutionary over- 
tem the the pres- 
ent quiet surface things there 
very strong feeling that something 
must done the coun- 
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CORPORATION 
Established 1886 


Dividend Notice: Common Stock Quarterly Dividend 
No. cents per share, payable November 15, 1931, 
stockholders record October 20, 1931. 

$6.00 Preferred Stock Quarterly Dividend No. 
$1.50 per share, payable October 15, 1931, stockholders 
record September 30, 1931. 

Dividends the foregoing issues, well dividends 
all the outstanding Preferred issues the subsidiary com- 
panies, have been paid without interruption since the initial 
dividend. 

LOS ANGELES GAS ELECTRIC CORP. 
SOUTHERN COUNTIES GAS 
SOUTHERN CALIFORNIA GAS CORP. 
SOUTHERN CALIFORNIA GAS CO. 


PACIFIC LIGHTING CALIFORNIA STREET, SAN FRANCISCO 
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try’s banking system and stop bank 
radical proposals 
aré being considered, among them be- 
ing one that would require all banks 
the United States become mem- 
bers the Federal Reserve System. 
The truth that members Congress 
feel that while something must done 
they are very uncertain what the 
situation demands. When once con- 
vinced the advantages proposal 
the action Congress will probably Thatcher Jones 
swift and, necessary, radical. 
Congress many years has 


CLEARINGS 


AND 
COLLECTIONS 


FOREIGN AND DOMESTIC 


faced many and such complicated 
problems economics and finance 
the one now session. Probably 
other Congress has ever been any 
more determined something 
toward solving its problems and with 
fewer definite ideas how it. 
Two things seem certain: more credit; 
and more taxes. 


Broader Eligibility 


Chairman Glass the Senate sub- 
committee banking conducted 
extensive inquiry among authorities 
the Federal Reserve banks with 
erence proposals that the 
count eligibility provisions 


the present time 
one the best avail- 
able treatises its sub- 
ject and should 
great interest not only 
the student banking, 
but 
banker 
Nadler the Journal 


Commerce. 


Price $4.50 


Circular sent on request 


COLUMBIA 


Federal Reserve Act broadened. 
University Press 


found pronounced opposition existed 
against most the suggested changes.— 
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Briefs 


Bank MARKET 


are now you upon request 


The Bank and its relation the Addressing, Duplicating and Related 


Architect, the Contractor, and the 


Manufacturer Building Materials. 


Office Equipment. 


Furniture and Furnishings. 


1931 the JOUR- 
NAL has endeavored make 
itself even more valuable ad- 
vertisers and advertising pros- 
pects. have devoted months 
effort the most complete 
study the Bank Market that 
has ever been made. These six 
briefs are further breakdown 
the figures our recent sur- 
vey. 

35,000 subscribers which in- 
clude 17,000 
tions offer tremendous sales op- 
portunities—and the JOURNAL 
with its twelve time rate only 
$250 per page offers direct 
route this market with defi- 
nite assurance that your message 
will read. 

Director know the influence and 
the importance your own in- 
stitution. You know what 
plans buy through 1932. 

You know, too, how important 


Paper and Paper Products. 


business recovery are the pur- 
chases the industries your 
community which you are 
director directing head. 
Think the thousands 
other bankers and bank direct- 
ors who read this publication. 
Picture for yourself the impor- 
tance these men the 15,000 
communities which they are 
located. Fit together, better than 
can hope for you, 
picture how these thousands 
bankers can help improve 
the sales your companies. 
will pay you keep these bank- 
ers informed the sales plans 
and policies these businesses 


Banker Influence. 


The past few months have 
brought the opportunity 
advise and work with many 
bankers and many industrial 
enterprise. Perhaps some the 
experience have gained will 
helpful some business with 
which you are directly con- 
nected. 

Write with full assurance 
that will not obligate you 
any way and that any assistance 
may render will given 
cheerfully because you are 
reader this, your own Ameri- 
can Bankers Association Jour- 


BANKERS 


Association 
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East 40th Street, New York 


ALDEN BAXTER, Advertising Manager 


Kenyon 230 Michigan Ave., Chicago 
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Reserves and Credit 
Control 
(Continued from page 396) 


serves and worked easier credit con- 
ditions. 

The importance plan suit 
reserve requirements credit condi- 
tions lies the fact that since the 
reserves individual banks are 
longer the essential feature preserv- 
ing their liquidity necessary for 
the banks maintain the Reserve 
System with funds proportional the 
demands made upon and control 
credit. Under present reserve re- 
quirements this not being done. 
course, order utilize the facili- 
ties the Reserve System and main- 
tain their individual liquidity indi- 
vidual member banks must the 
possession sound assets readily con- 
vertible into cash and particularly as- 
sets eligible for rediscount the Re- 
serve banks. 

The Federal Reserve committee 
points out that 1928 and 1929 dur- 
ing the most extravagant phases 
the stock market boom excessive credit 
demands were reflected partly 
unprecedented increase the activity 
bank deposits without any increase 
their total volume the result being 
the development unsound credit con- 
ditions without any increase reserve 
requirements which would have put 
brakes the development these 
unsound conditions. 

Between 1914 and 1931, the period 
covered present reserve require- 
ments, total net deposits member 
banks increased from $7,500,000,000 
$32,000,000,000. Their present re- 
serves against deposits are $2,900,- 
000,000 whereas had the reserve re- 
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quirements for national banks prior 
1914 been retained the Reserve 
System the reserves required would 
have amounted $4,400,000,000. The 
committee believes that this diminu- 
tion reserve requirements per 
cent largely responsible for the ex- 
pansion member bank credit with- 
out corresponding control the 
Federal Reserve and that the failure 
reserve requirements reflect fun- 
damental changes the demand for 
funds and operate such man- 
ner bring these changes under 
control became major factor the 
credit situation the 1928-1929 
boom. Conversely, had reserves risen 
proportion deposit activity they 
would have acted powerful re- 
straint against unsound developments. 

The new idea reserve require- 
ments credit control. That cer- 
tainly long way from the original 
idea bank reserves but American 
banking has traveled long way since 
1914. There are objections these 
fundamental changes the reserve 
requirements the Reserve System, 
the most notable, perhaps, being the 
innate objection the old fashioned 
bankers what first seems 
complicated system based upon new 
principles banking. the opinion 
the Federal Reserve Committee 
these new principles are already 
effect far member banks are con- 
cerned and all that remains this 
revolution the banking the 
country apply these new princi- 
ples with equity and the best effect. 
considering the committee’s recom- 
mendations American bankers also 
have consider new idea Ameri- 
can banking—the control credit 


through the control bank reserves. 
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Message 
BANKERS 


owning 
operating 


Office Buildings 


Initiative renting space essen- 
tial Systematic records are nec- 
essary Properly trained em- 
ployees are important. 


But, back these, there must 
experienced organization 
trained prop- 
erly solve and set into motion 
program that will acquire 
more tenants reduce oper- 
ating costs place your 
office buildings upon basis 
definitely satisfactory fi- 
returns. 

Tell the building tell 

you what with it. 


Address your reply 
Box BM, care 


A box number is used for reply because the 
very nature of our business relations with 
clients is always on a confidential basis. 


and Confidential 


—about man 


present Sales Promotion 
and Advertising Director one 
the largest industrial product 
manufacturers. Four years his 
present position. His past experi- 
ence includes work with various 
interests and anxious again 
tackle tough problem and assist 
ful conclusion. 


you have need one your 
businesses for fresh viewpoint this 
man should prove extremely valuable 
for possesses happy faculty 
finding extremely easy work with 
people and supervise them. 
years age, active, family man 
and interested capitalizing his 
past experience some company 
where his efforts through the next era 
prosperity will undoubtedly result 
life time connection. His present 
price five figures and will find 
real pleasure tell you more 
about him. 


ALDEN BAXTER, Adv. 
American Bankers Association Journal 


East 40th New York, 
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WHAT YOU THINK? 


Being more less personal talk between the and the READER 


“Heroes 


following communica- 

tion which recently ap- 
peared the newspaper the 
News Leader Richmond, Va. 
needs comment presenting 
ers 


“Nearly all Americans are hero-wor- 
shippers. throw away their hats 
and shout themselves hoarse the men- 
tion his name quarterback that 
saves the game captain who saved 
shipload people. 

“To mind, right now have 
among some really great heroes, and 
their names and praise are going unsung. 
refer the officers and directors the 
financial institutions (banks and trust 
companies) that have maneuvered their 
craft the leeward their financially 
distressed brothers and took over their 
load depositors and saved them from 
financial ruin. 

“In this day hustle and bustle 
old man that has his life savings swept 
away bank failure had better 
dead, and great many cases pro- 
ceeds just that way. not only 
loses his all, but his incentive work 
and save goes, too, for knows that 
can never again have anything. 

save man from drowning cer- 
tainly not more heroic feat than 
save him from this fate, that why 
believe these captains finance should 
appreciated and applauded much 
our other great heroes. 

“There may some people that will 
say that the poor, unfortunate depositors 
wrecked institution not merit 
the dangerous risks that the other banker 
exposes his craft to, when saves them, 
but do. 

“Occasionally you see officials and 
directors who are yellow that when 
they see that their craft cannot weather 
the storm, they will draw out their own 
money and that their relatives. They 
should treated like they busted 
bankers China. Their depositors are 
especially entitled all the help that 
real men can give them. 

“Personally, not afraid get- 
ting jam that kind, for pick 
out bank business with just like 
trip on. 

where the boats are. look 
them over carefully. find out about 
the experience and ability the officers 


and crew. never ship out with young 
son son-in-law command. have 
look her hull and figure the lines 
see she looks seaworthy for the 
contemplated trip. these things are 
satisfactory me, the fact that she 
not all dolled with fine paint and gold 
leaf signs not count with me. Gold 
leaf signs bank window never did 
tell thing wanted know. 

“Then, when get aboard, put 
money the bank, satisfied pro- 
ceed enjoy the situation and never 
give another thought. 

“After knocking wood, pleased 
say that have never lost cent 
bank failure been shipwreck, but 
certainly take hat off the 
men who help save the depositors 
unfortunately become em- 


barrassed.—Fred LeGate, Hoover, Va.” 


ured Service Charge,” 
Winn, cashier the First Na- 
tional Bank, Greenville, C., 
before the Southern Bank Man- 
agement Conference Nash- 
ville, Mr. Winn gave the fol- 
lowing analysis the cost 
loan transaction: 


Mr. Smith walks into the bank and 
says morning, Mr. Banker.” 
“How are you, Mr. Smith,” says the 
banker. delighted see you; 
have seat and tell the news.” Mr. 
Smith proceeds tell you all about his 
physical ailments, and the health his 
family. discuss the weather, the 
crops, the roads, politics, religion, infla- 
tion, deflation, the boll weevil, prospec- 
tive price cotton, the League Na- 
tions, and finally England’s gold sus- 
pension. Mr. Smith then 
legs, and changes his chew 
Mule” tobacco the other side. 
the same time informs the banker 
that wishes borrow $15 for thirty 
days, pledging therefor gilt-edge securi- 
ty. Mr. Banker consents, calls his 
assistant and orders proper papers 
drawn, including the collateral offered, 
which security consists “one black 
horse mule named Bill, about eighteen 
years old; also one road cart bought 
the Hard Luck Live Stock Company 
papers are signed, wit- 
nessed and probated. The interest 
$15 for thirty days, per cent, 


December, 1931 


amounts ten cents. cashier de- 


ducts the ten cents and pays Mr. Smith 
$14.90. After Mr. Smith gone the 
bank proceeds analyze the transaction 
determine its profit and makes this 
list costs: Chattel blank, five cents; 
note blank, one cent; revenue stamps, 
four cents; tickler sheet, three cents; 
probating, cents; recording fees, 
cents; drawing papers, cents; ex- 
change for cash, cents; notice due, 
three cents; exchange check sent 
payment, ten cents; cancellation, 
cents; mailing notice, three cents; total 
$1.09. Deducting the interest charged, 
ten cents, leaves net loss ninety- 
nine cents. 

“This, course, does not include the 
thirty minutes valuable time taken 
from the officer. Neither does take 
into consideration the bookkeeping, the 
salary officer, rents, stationery, post- 
age necessary run bank. addition 
these expenses the bank has pay 
Federal tax, State tax, county tax, 
municipal tax, real estate tax, property 
tax, road tax, paving tax, regular school 
tax, special school tax, high school tax, 
capital stock tax, corporation tax, license 
tax, income tax, excess tax, examination 
tax, circulation tax, and finally dog tax. 

“Now, about all that can hope 
live for see what coming next.” 


correspondent writes: 


“We have noticed that most 
the statements published the majority 
banks the United States the Bal- 
ance Sheets have ‘Resources and Lia- 
bilities’ rather than ‘Assets 
bilities.’ 


The standardization cer- 
tain banking practices has been 
important part the pro- 
gram the Bank Management 
Commission during the past sev- 
eral years, but the present 
time definite steps have been 
taken establish common 
form for bank statements. There 
has been some preliminary dis- 
cussion the necessity for such 
action, but the 
policy has been take one step 
time and the task stand- 
ardizing bank 
mains done. The whole 
question making bank state- 
ments more clear, accurate, and 
informative has received special 
study this year, and the point 
raised the letter one 
many connection with that 
problem. 
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